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WAYS AND MEANS 


THE financial position remains serious enough, but it has 
improved in certain respects during the last three months. 
Broadly, one may say that while the pressure of the enormous 
war expenditure continues to increase, our machinery for dealing 
with it has received important developments, and is working as 
smoothly as could be expected. The purpose of this article is 
to consider one or two points of immediate interest, upon which 
more or less difference of opinion exists, in regard to the details 
of this machinery. 

A glance at such estimates as are available will give some 
idea of the burden the nation has to bear, and may help us to 
judge how far it can be met by taxation, and what will remain 
to be raised by borrowing. We shail begin the next financial 
year with our debt more than trebled by the war, at about 2,400 
millions, subject to an interest charge increased to fourfold, say 
80 millions, or, perhaps, if adequate sinking funds are provided, 
standing at 100 millions. For the current year, 1915-16, the 
national expenditure is estimated at 1,590 millions, of which 
about one-fifth may come from taxation. The estimate is for 
a revenue of 305 millions, but this may be exceeded by some 20 
millions. For the next fiscal year the expenditure is estimated 
at 1,825 millions : some think it will reach 2,000 millions. Taxa- 
tion, as at present fixed, is expected to account for 387 millions, 
or hardly one-fifth of the increased charge. If revenue con- 
tinues to be in excess of estimate,’ this figure might be put at 
400 millions. It should be noted that more than one-fourth 
of the current year’s expenditure represents loans to Allies, and 
that similar loans enter into the estimates for next year. 

1 Both revenue and expenditure may be expected to increase above estimates 


in consequence of rising prices. 
No. 101.—voL. XXvI. B 





YHE ECONOMIC JOURNAL [MARCH 


The figures may be given per day and week, which for some 
purposes is more convenient. In 1916-17 we shall probably 
spend from 5 to 54 millions a day, 35 to 40 millions a week. 
An increase of 15 per cent. in the taxation now arranged for that 
year would give us 460 millions, or 14 millions a day, say 9 
millions a week as an outside estimate. If taxation could be 
increased 37 per cent., say to 550 millions a year, it would give 
us 1} millions a day, or 103 millions a week. Perhaps this is 
more than we can expect at present: but we ought not to be 
content with much less. For if the war lasts till the close of 
the year 1917-18 the gross debt! will be about 5,000 millions, 
and the total charge to be defrayed out of revenue, when interest, 
sinking funds, pensions, etc., are taken into account, hardly less 
than 600 millions. Whatever the necessary taxation may be, 
the limit must be reached before the artificial prosperity of the 
war ends. It will be impossible to increase taxation in the trying 
period of the transition to peace conditions. 

These figures are necessarily very rough, and will no doubt 
be made more precise in the coming Budget statement. But 
they go to show that we shall not be safe in assuming that the 
amount remaining to be raised, otherwise than by taxation, will 
be less than 26 millions a week in the next fiscal year. It may 
very well be 30 millions. There seem to be only three ways in 
which this sum can be raised (for a favourable balance of trade 
is out of the question). Jt must be raised by loans placed at 
home, by loans placed abroad, or by the sale of securities. It is 
estimated that the balance of international indebtedness will be 
600 millions against us for next year. To rectify the exchanges, 
then, we must raise loans abroad, or sell securities, to the extent 
of 600 millions. This is probably the extreme limit of what can 
be obtained. Of this sum it has been estimated that not more 
than £250,000,000 will be available for Government, as distin- 
guished from commercial, purposes. Call it 5 millions a week. 
We are thus left with from 21 to 25 millions a week to be financed 
at home. 

The national savings before the war were supposed to reach 
400 millions a year. Some think that in the current fiscal year 
they will reach double that amount, or, say, 16 millions a week. 
It is not clear whether in this estimate the sale of securities to 
purchase War Loan is regarded as “saving.” Perhaps, for our 
present purpose, it may be. We are certainly able to save more 
than was saved last year. But the margin to be made up in 


* Loans to Allies must be deducted to get at net debt, but Great Britain 
is immediately responsible for the gross amount. 
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the next fiscal year, if these estimates are at all correct, is from 
5 to 9 millions a week, or nearly as much as our total savings 
in normal times. It comes to this, then, that next year’s saving, 
like next year’s taxation, must increase by the whole amount 
obtained in normal years. It seems well within our power to 
secure each result, but only by a very serious exertion of economy 
and thrift. The available machinery, both of loan and taxation, 
requires careful consideration. 

The methods by which the English Government usually 
borrows are well known. Important sums were raised by issues 
of funded debt, carrying no obligation of repayment; really, in 
fact, permanent annuities. Smaller amounts, which it was 
not desired to fund, were raised by Exchequer Bonds (five year, 
as a rule) ; and temporary deficiencies in Supply by Treasury Bills, 
of which there were seldom more than 20 millions running. At 
the time of the South African War Lord St. Aldwyn (then Sir 
Michael Hicks-Beach) made a new development, more on French 
lines, by issuing a 30-million ten-year loan, redeemable at par, 
taking the form, at the option of subscribers, of either inscribed 
stock or bonds to bearer. This loan was a great success, and was 
subscribed more than eleven times over. In 1910 its place was 
taken by Exchequer Bonds, which reached a maximum of 26 
millions in 1911. Even these maxima for Treasury Bills and 
Exchequer Bonds, modest as they now seem, were considered 
by many to be excessive. The normal method of borrowing was 
assumed to be by way of Funded Debt. 

In the course of the present war this system of borrowing has 
undergone changes of the utmost importance, amounting almost 
to a complete transformation of our financial machinery. Borrow- 
ing on Perpetual Annuities has been discarded—for good, let us 
hope—and its place taken by redeemable loans (1925-8 and 
1925-45) ; there has been a very large resort to Bills and Bonds ; 
large advances have been obtained from banks, especially from 
the Bank of England; the convenience of the investor has been 
considered in the variety of options offered ; and for the first time 
appeal has been made to those of small income, by whom in 
France the national Rentes are so largely supported. Above all, 
the plan of continuous borrowing has largely superseded the old 
methods of borrowing by large loans at long intervals. This 
latter change deserves careful consideration. 

In the early months of the war it was financed either by 
Treasury Bills or advances from the Bank. The Treasury Bills, 


in the absence of the usual supply of commercial and international 
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‘paper, were readily taken up. By November 14th, 1914, over 
100 millions were current. The issue of the First War Loan, 
on November 17th, 1914, made further sales of Bills unnecessary 
for the time, and the amount dwindled a little; but it was over 
100 millions again on February 25th, 1915. The issue of some 
30 millions (net) of five-year Exchequer Bonds, on March 6th, 
1915, brought with it a second decline in the amount of Bills; 
but on April 138th they again exceeded 100 millions. On April 
14th a radical change was made in the method of issue. Hitherto 
Bills had been issued at irregular intervals, in fixed amounts and 
maturities, and sold by tender. After April 14th, 1915, they 
have been issued continuously and without limit, at rates of 
discount announced by the Bank, and subject to variation at 
intervals. At first only three months, six months, and nine 
months maturities were offered ; on May 8th, 1915, twelve months 
maturities were added. The new mode of issue was very well 
received. In the first three months, up to July 10th, 1915, the 
amount of Bills current had increased to over 250 millions: at 
the rate therefore of 1°65 millions a day, or 114 millions a week. 
The issue of the Second War Loan on this date naturally caused 
a decline ; but the lowest point reached (in October, 1915) was 
_ only 30 millions below the previous maximum. In November 
and December the applications increased rapidly, and the year 
1915 ended with a total issue of nearly 400 millions (395,565,000). 
Here we must stop to notice a further application of the 
same principle of continuous borrowing. On December 16th, 
1915, the Bank announced a new issue of 5 per cent. Exchequer 
Bonds, for which applications would be received until further 
notice, in denominations of £100, £200, £500, £1,000, and 
£5,000; such Bonds to be receivable at their face value for sub- 
scription to any further loan, and to be repayable at par December 
1st, 1920. Thus a five-year security is now put on the same 
footing as the Treasury Bills; and there is no reason why ten- 
year bonds should not be offered in the same way, if longer term 
loans are desired. Both Bills and Bonds have been well taken 
up. In the forty-three weeks from their first issue to February 
12th, 1916, the Bills, notwithstanding the set-back caused by 
the Second War Loan, have brought in 428} millions, say 10 
millions a week: while the Bonds up to the same date have 
realised 1003 millions in eight weeks, say 124 millions a week. 
The issue of the Bonds in December seems to have somewhat 
checked the issue of Bills, and both had to contend against 
exceptionally heavy revenue collections in January and February 
1 Since raised to £428,495,000, February 12th, 1916. 
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of this year. Still, if we take the total yields of each since the 
Bond issue began, we find that in the eight weeks ending 
February 12th the Bills yielded 57} millions, or 7} millions a 
week; and the Bonds 100} millions, or 124 millions a week. 
This gives a joint yield of about 19% millions a week, or 1,027 
millions a year; supposing that the issues proceed at present 
rates. 

In view of this remarkable result of the system of continuous 
borrowing, it must be admitted that it is working very well: 
it is hardly too much to claim that it is the most successful 
financial device yet adopted. We have seen that the revenue 
required to be raised by loan at home, supposing that we can 
increase the yield of taxation by 37 per cent., is from 21 to 25 
millions a week. It looks as if we might depend on the system 
of continuous borrowing to provide this amount, and that in a 
fashion most convenient to investors, and causing the minimum 
of disturbance to the banking system.! 

Yet we hear talk on all sides of the necessity for a new War 
Loan; and it is not obscurely hinted that, if the new loan is to 
succeed, it must be offered at a higher rate than the last : which 
means, of course, that this higher rate will also apply to the 
Second War Loan and to the new Bonds, for these may be sub- 
scribed as cash for their par value into any new loan. It also . 
means that we should see another heavy depreciation in securities. 
These and other objections to a new loan are so serious that 
one expects to find some solid considerations in its favour. 
Hitherto these have not been forthcoming. Sir Felix Schuster 
made an interesting reference to the subject in his address on 
January 27th, 1916. He thought that “if the public response 
to the issue of Exchequer Bonds now being made was large, a 
further loan might be delayed for a little while; but the amount 
of Treasury Bills now in circulation was so considerable that it 
would hardly seem advisable to add to that form of indebted- 
ness, convenient though it might be to both the Government and 
the market. The probabilities, then, pointed to the issue of 
another large loan.” The rate should be “attractive,” and the 
instalments spread over a long period. In other words, the 
amount of short paper now issued is excessive, and it is desirable 
to convert some of it into Bonds or funded debt running for 
longer terms. But if this be so, and Sir Felix Schuster’s opinion 


’ As these sheets are passing through the press, both Bill and Bond subscrip- 
tions are declining. But this seems to be largely due to anticipations of a New 
Loan at higher rates. It furnishes another example of the unfortunate effects of 


the big loan system. 
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naturally carries great weight, the difficulty can surely be met 
without disturbing the system of continuous issue. 

The fact is, that while the system is sound, the present terms 
of issue are open to criticism: they are exactly calculated to 
bring about the result of which Sir Felix Schuster complains. 
Since November 12th, 1915, the Bilis have been issued at a 
“flat rate” of 5 per cent. for all maturities, and the same 
nominal rate is payable on the new Bonds. If the rate really 
were as “flat” as it looks, the three-months Bill would still be 
a@ more eligible investment for bankers and financiers than the 
five-year Bond. But owing to the way in which discount is 
calculated, the nominal 5 per cent. rate yields £5 1s. 4d. on a 
three-months Bill, £5 2s. 7d. on a six-months Bill, £5 5s. 3d. 
on a twelve-months Bill. What is much more important, while 
income-tax is deducted at the source on the Bonds, it is only 
the profits made on investments in Bills which are liable to tax ; 
and these profits may very well be only half, or less, of the gross 
yield. This adds at least $ per cent. to the nominal yield of 
the Bills, and increases their real cost to the State by the same 
amount. It is clear, then, that the present “flat” rate 
puts a heavy premium on investment in the shorter paper; 
and there have been signs lately that even the small investor, 
who cannot directly buy a £1,000 Bill, has contrived to make 
indirect investments in them to secure the advantages they offer 
over Bonds. No wonder if the amount of the Bills is excessive. 
But it would be easy to correct any excess by a suitable adjust- 
ment of the rates. A British Government Treasury Bill has 
always ranked as the most coveted banking investment in the 
world. Four and a half per cent., or even 4 per cent., would 
be an ample rate for these Bills. At 43 per cent. the twelve- 
months Bill would yield £4 14s. 3d.; at 4 per cent., £4 3s. 4d. 
Even so, with income-tax at present rates, the Bill would prob- 
ably be preferred to the Bond by large classes of investors. 

But when it is proposed to lower Bill rates, objection may 
be made. One of the objects aimed at when the continuous 
issue was first introduced was the control of the market rate of 
discount. In the early part of 1915 that rate had been unduly 
low. The terms conceded to subscribers to the First War Loan 
had put the Bank at the mercy of the market. On February 
23rd, 1915, 20 millions of six-months Treasury Bills were allotted 
at an average rate of £1 12s. 4d., having been tendered for three 
times over. The exchanges, which had been in our favour in 
1914, were beginning to set against us, and it was obvious that 
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the market rate indicated by such a tender was dangerously low 
and required to be raised. But it does not follow that we need 
now maintain a minimum rate, for the shortest Government 
paper, of over 5 per cent. ‘This is to go to the opposite extreme. 
New York rates seem to be fully a point below ours. On Decem- 
ber 24th, 1915, ten days’ paper was at 3 per cent., ninety days’ 
at 4 per cent.! On January 27th, 1916, 25 million dollars of New 
York State 4 per cent. Bonds were placed at a price yielding 
only 3°85 per cent. to the investor, though here the low rate may 
be partly due to considerations connected with domestic taxa- 
tion. Again, it is just cabled as we write that an issue of some 
34 millions of Argentine One-year Treasury Notes has been well 
received in New York on a 4°70 per cent. basis. On the other 
hand, we have the suggestion by the City Editor of the Morning 
Post that in October, 1915, American balances had been with- 
drawn in gold because 4 per cent. investments were not obtain- 
able (presumably for call money, since 4} per cent. was then 
obtainable on Treasury Bills). So, too, Mr. E. F. Davies stated 
(November 30th, 1915) that there was reason to think that a 
recovery of the exchanges had been due “to a certain extent” 
to remittances for the purchase of Treasury Bills. Neither state- 
ment is very positive. Evidently caution is required; but it is 
a question of the amount of remittances affected and of the 
balance of advantage. Upon the whole this seems in favour of 
a lower rate for short paper; in fact, for all Treasury Bills.® 
Many would prefer that any necessary adjustment should be 
made by raising the rate on the Bonds; and it seems to be 
assumed by most people that the rate offered must rise for every 
successive loan. It would be difficult to find any solid basis for 
this assumption. It is certain that if rates are raised, either for 
the continuous loans or a new large loan, there will be a corre- 
sponding depreciation of all existing securities, except in the 
case of those which carry conversion rights, and here another 
heavy burden would be thrown on the taxpayer. It does not 
appear that anything would be gained. Foreign money will 
certainly not be subscribed to loans liable to unlimited income- 


tax. Nor is it easy to see how home savings or home investment 
1 National City Bank Circular, January, 1916. 


2 Tbid., February, 1916. 
* It is, moreover, open to question whether large holdings of short London 


paper in foreign hands are desirable. There were great complaints on this score 
after the South African War. It was said that the market was persistently 
depressed because so large an amount of Treasury Bills was held abroad, in 
regard to which it was difficult to judge whether or not they would be renewed 


at maturity. 
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will be increased. As new issues are very properly under con- 
‘trol, there is no question of the competition of alternative forms 
of investment. Indeed, it might be doubted whether the present 
5 per cent. rate was really necessary. It is probable that, if the 
continuous system thad been introduced at the outset, all the 
requirements of the country could have been financed at a maxi- 
mum of 43 per cent., or even, as Mr. Gibson holds, of 4 per cent. 
But a 5 per cent. rate should in any case be offered for one year 
and longer small Post Office investments, not only for simplicity 
of calculation, but because the sacrifice of saving is far greater 
in the case of those with small means, who require stronger 
inducements to make it. Our present system gives the easiest 
terms to the haute finance. But we are now committed to the 
5 per cent. rate for five-year Bonds. Surely we may stop there, 
and neither increase the rate on the Bonds nor extend the Bond 
rate to a colossal loan. The better policy would seem to be to 
lower the rate on the shorter paper until five-year or longer 
Bonds are taken up in the desired proportion. Foreign money 
requires independent treatment. It can only be attracted by 
loans placed abroad, in foreign currency, free of all British taxes, 
and issued at whatever may be found the necessary rates. If 
we depreciate the national credit by raising our home rates this 
will only further raise the rates we shall have to offer abroad. 
If we suppose that rates have been properly adjusted, so as 
to secure the right proportion of longer paper or Bonds, does 
any reason remain for a big spectacular loan? It may be said 
that our friends the French, excellent financiers as they are, 
thought it necessary to have a large consolidating loan in Novem- 
ber last. But the history of French war finance, viewed as a 
whole, seems to confirm the argument for continuous borrowing. 
It is noteworthy that the Loan of Victory was the first raised 
by France in this war. Up to November 16th, 1915, France had 
raised about 1,040 millions sterling, or 69 millions a month, 
without resort to loans: 276 millions by advances from the 
Banque de France, 487 millions by continuous issues of Bonds 
and Bills, 220 millions out of revenue or “unused credits,” 60 
millions from foreign loans (the Anglo-Franco-American loan not 
included). Of this only one-sixth, or 180 millions, was spent 
abroad! The great bulk of what was lent, then, so far as the 
question of account is concerned, was returned to the country 


2 In November, 1914, Mr. Lloyd George said that four-fifths of our war 
expenditure would be spent in the country, 
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by the Government expenditure, in what M. Théry calls a 
“mouvement giratoire,” so that banking disturbance was reduced 
to aminimum. M. Théry gives figures which go far to support 
his claim that the amount of floating money and power of sub- 
scription increased in proportion to the military expenditure. 
The Victory Loan absorbed some of the floating fund; but 
Government expenditure will soon restore it, when the “ mouve- 
ment giratoire ” will resume its old proportions. It must always 
be remembered that there was a special reason for a consolidating 
loan in France. The outbreak of war not only struck an excep- 
tionally heavy blow at French finance, but it caught her market 
at a most inconvenient time. A new loan had just been issued, 
but not yet transferred to permanent holders. The position 
required regularisation in many respects. Nor was it so much 
the short as the long French paper which was absorbed in the 
Loan. Out of some 150 millions sterling of Bonds, 127} millions, 
or nearly 84 per cent., were converted. Out of 360 millions 
sterling of Bills, only 89 millions, or about 25 per cent., were 
converted. This, though the Bonds yielded 5°60 per cent., the 
Bills only 5 per cent. Short paper is so attractive that we cannot 
trust to a big loan to reduce the proportion taken up. Here, in 
London, we have already had two large loans, the last of which 
was a consolidating loan, giving conversion facilities. Things are 
now running smoothly with us, and no special reason exists for 
a third loan. 

It may be said, however, that the five-year Bond is too short. 
If so, Bonds of longer date should be offered. Mr. Drummond 
Fraser, one of the earliest advocates of continuous borrowing, 
recommended the issue of Bonds for three, five, seven, and ten 
years ; and there is much to be said for giving this wider option. 
The French Bonds are redeemable in five or ten years at the 
option of the Government. The fourth German Loan just issued 
consists of 44 per cent. Imperial Treasury Bonds at 95, divided 
into ten series, redeemable by yearly drawings from 1923 to 1932 ; 
and also of a 5 per cent. Imperial Loan issued at 98°50, and not 
redeemable before 1924. The Germans have good reason for pre- 
ferring longer bonds. They expect financial trouble when the war 
ends. We need not. But whatever term for redemption may be 
considered desirable, this term can be applied as easily to continu- 
ously issued bonds as to a new funded loan. Even a loan must 
be redeemable at some not distant fixed date. The risk of 
depreciation must be limited. 

There are some who advocate the big loan on the ground that 
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if 4 really colossal issue could be made it would stimulate invest- 
‘ment at home and have a useful political effect abroad. The 
political effect is doubtful: for it is well understood that the 
larger the loan, the more artificial it must necessarily be. The 
kind of advertisement required to stimulate investors is being 
well arranged by bankers and brokers. Their timely hints to 
customers will in the long run be more effective than the nine 
days’ wonder caused by the splash of a big loan. The big loan, 
too, will require heavy subscriptions by the banks, and corre- 
sponding creations of bank credit. This will cause inflation and 
further rise of prices, thus increasing the cost of the war, and 
involving the country in a kind of rake’s progress. Each succes- 
sive large loan, too, seems to make an epoch, and is held to 
imply a rise in the loan rate. The continuous system, with its 
absence of definite breaks, is free from this costly defect. In 
short, the continuous form of issue seems to hold the fteld. Its 
various options are convenient to the investor, and therefore cheap 
to the State; it is smooth in its working, putting the minimum 
pressure and loss on the banks; it enables Government, by the 
adjustment of rates, to obtain loans for precisely the terms which 
from time to time seem desirable; above all, it tends to base 
our loan subscriptions on real economies rather than on artificial 
finance.! 

Reference has been made to the point that a certain amount 
of loan may have to be raised abroad, if only to rectify exchange. 
The exchange position has greatly improved in the last three or 
four months. Large sales of securities have been made, and 
much has been done to centralise the various operations affecting 
the exchange. The result is encouraging. The Dutch exchange, 
which fell heavily at the turn of the year, is still some 5} per 
cent. against us; but the more important New York exchange 
seems well in hand. This state of things can only be maintained, 
however, by continued efforts on our part. We must either raise 
further foreign loans, or, preferably, further sales of securities 
must be made and private credits arranged. We may, and 
should, diminish our imports; we can hardly expect to increase 
our exports. In the first eleven months of 1915 the Bank of 
England exported between 80 and 90 millions of gold ;* almost 
the whole of the world’s supply for the period (say 97 millions 


1 It need hardly be said that the more artificial the loan, the more certain 
it is to depreciate. 
2 Similar concentration has taken place in Austria-Hungary and Germany, 
and, as we now learn (February 22nd), in Petrograd. 
* Morning Post, December 2nd, 1915. 
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a year). Perhaps 50 millions of the 1916 supply may be exported 
this year. But it would be doubtful policy to seriously reduce 
our modest store of gold. The national reserve still carries huge 
responsibilities, and we do not know what further liabilities may 
be incurred. The French call upon us to correct the Dutch 
exchange by a gold export. They do not take similar steps to 
correct the Paris exchange on London. If they were to remit 
direct to Holland they could at the same time right both ex- 
changes. It is not certain that this would be wise. The Bank 
of France, in its Annual Report, gave good reasons why it might 
not be. Similarly with our New York exchange, heavy exports 
of gold might be mischievous. New York is already glutted with 
gold, and further exports would only raise prices against us on 
our large balance of imports. The importance of correcting 
exchange is very much a question of the volume and the character 
of the transactions affected by the exchange. It is perhaps most 
important to us, because, if the loss of parity goes too far, it may 
interfere with the freedom of our gold market, which we desire 
to maintain. To other nations this consideration does not appeal. 
In estimating their position too much is usually made of the 
discount on their exchange, perhaps because it is always clearly 
in evidence and quotable. Under war conditions it cannot be 
held to prove either decline of national credit or depreciation of 
currency. A striking example of the exaggeration of exchange 
indications is seen in the contention of a distinguished writer 
that we should relax the blockade on German imports in order 
to increase the discount on the mark exchange. The blockade 
may be vital to the issue of the war. The discount on exchange 
is evidently not considered of such importance in Germany as 
to warrant the export of gold to correct it. 

But in our case exchange operations are very large; and, as 
has been said, the rate is otherwise important. Sir George Paish, 
who will not be accused of pessimism, estimates our adverse 
balance for next year at 600 millions.! If we could finance so 
much of this as relates to Government expenditure, say 250 
millions, by loans or credits secured abroad we might perhaps 
make up the balance by sales of securities.? It is, however, 
doubtful if we can depend on the United States to finance the 


1 Statist, January 8th, 1916. 

2 Sir George Paish estimates that we hold some 1,770 millions of securities 
(South American and Canadian are included in this figure) which American 
investors might conceivably be willing to buy. The Times of January 24th, 
1916, mentions 2 New York estimate that the United States has absorbed 
350 millions sterling of securities since May Ist, 1914. 
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whole of this huge sum. That country has surprised the world 
‘by the unexpected financial strength it has shown under the 
strain of the war: but we need not look solely to New York. 
Very large profits have been made in Holland and Scandinavia. 
The Bank of the Netherlands has a gold reserve of more than 
80 per cent. against its note issue, treble the amount held in 
normal times (nearly 39 as against 124 millions sterling).1 The 
Bank of Sweden is so glutted with gold that it has obtained the 
repeal of the law obliging it to buy all gold offered at a fixed 
price. We are not without powerful friends in these countries. 
They are all in close relation with the Amsterdam market. Why 
not offer them a loan with interest payable in florins in Amster- 
dam, and of course tax free? At present we hear that the New 
York loan is being bought for Dutch account. It would be a 
fitting compliment to the strength and international importance 
of Amsterdam if the next foreign placement were made there. 
The hoarded wealth of India has been proverbial for ages. Is 
it impossible that a well-planned rupee loan should be floated 
in that country? Japan, the only other possible lender, whose 
recent prosperity is remarkable, is now rendering effective service 
to the Allies by financing Russia, and by buying back the 43 per 
cent. loans she raised in London. She can hardly be expected 
to do more. 

In regard to the sale of securities abroad, as in so many other 
respects, our national finance largely depends for its success on 
the efficiency of the Stock Exchange. It is still necessary to 
insist on the importance of freeing this great market from 
arbitrary restrictions. Much has been done in the last three 
months by way of removing minimum prices; but while each 
successive removal has left the market stronger, it has emphasised 
the unfairness of such minima as remain. This has been 
especially felt by the unfortunate payers of death duties. The 
pressure of this tax, always difficult to finance, has been trebly 
increased. The war has multiplied the occasions for its imposi- 
tion (in direct proportion to the public sacrifices of the families 
concerned) ; the rate has been raised ; and, owing to the minimum 
prices enforced, although a partial allowance has been made, it 
is often found that the securities passing have been assessed 
above real market values. What is gained by this artificial 
system? Bankers and others may be concerned at having to 
write down securities in their balance-sheets. But official mini- 


1 The consortium of Dutch banks lowered their deposit rates to 4 per cent., 
‘“‘the lowest figure ever known in Holland,” February 24th, 1916. 
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mum prices do not alter real values; they only destroy market- 
ability on the official market. It is notorious that transactions 
are being carried on at prices nearer to real values by outside 
dealers, who are not subject to any of the rules imposed in the 
public interest on members of the “House.” Is it really desired 
to drive the public into the hands of these outside firms? After 
all, and in spite of the partial abolition of minimum prices, the 
fall in values has been remarkably small. The 3,000 odd millions’ 
worth of securities scheduled every month in the Banker’s Maga- 
zine only lost 6°6 per cent. in value between January 20th, 1915, 
and December 17th, 1915. Half of this fall was consequent upon 
the issue of the 44 per cent. War Loan, which radically altered 
the basis of valuation. 

If we consider the change in the rate of interest caused by 
the immense war loans, the fall in capital values is astonishingly 
small. Indeed, if we reckoned our holdings, as the French do 
their Rentes, by their yield, it is doubtful whether, on average, 
there would be any serious loss to bring to account: for there 
have been profitable exchanges from American securities into 
war loans, and large conversions from older loans into loans at 
higher rates. Whatever the loss, it is more than set off by the 
immense advantages of an effective, active market, with real 
instead of merely nominal values. 

An able American writer has said that it is impossible to con- 
ceive the modern banking system in the absence of an effective 
stock exchange.? To no banking system is it more important 
than to our own, which makes so large a use of securities as 
collateral. Nor is it less essential to public finance. Some of 
the earliest and ablest defences of the London Stock Exchange 
contend that it was absolutely indispensable to our system of 
funded loans by the help of which the British Empire was built 
up in the eighteenth century. Pinto, and other experts, held 
that its efficiency, and the volume of its business, were a prin- 
cipal reason of the transference of financial supremacy from 
Amsterdam to London. In view of the huge and unprecedented 
financial operations now confronting us, it is surely desirable to 
give all possible facilities for the free working of what is still 
the world’s greatest, market for securities. The part it has to 


1 By the return just to hand, it appears that, in the two months since the 
last return of December 17th, 1915, the fall in aggregate values has only been 
0°6 per cent., in spite of the removal of minima from Colonial Government 


Stocks. 
2 Cf. Prof. H. C. Emery, Speculation on the Stock and Produce Exchanges 


of the United States, 1896, p. 157. 
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play in maintaining the Empire at this crisis in our fortunes is 
hardly less vital than the part it played in its creation. 

When the position of the Stock market is regularised, our loan 
machinery will be in good order ; at any rate, so far as the ordinary 
investing classes are concerned. But a difficult problem remains. 
The people as a whole must be brought in; the War Loans must 
become natignal institutions. The difference in this respect 
between Consols and Rentes is extraordinary. Men at the 
university, attending lectures on economics, have been known 
to ask what Consols were. Rentes are a household word to the 
humblest Frenchman. They serve as a savings bank to the 
peasant, and the middle class go in and out of Rentes instead of 
keeping a current account with a banker. They can be bought 
and sold in the smallest amounts at every Post Office; in fact, 
down to the sum of three francs (i.e., 100 franes, or £4, stock). 
It is a very old maxim in this country that the best way to 
attract gold is to give every facility for taking it away again. 
The French have applied this sound rule to savings. By their 
consideration for the small investor they have made their Rentes 
the best held funds in the world. In 1908 there were 4,631,857 
holders of Rentes against 255,112 holders of Consols; and if we 
do not take into account Consol certificates, the average size of 
the holding of Rentes is one-nineteenth the average size of the 
holding of Consols. Their Funds, like their National Bank, are 
thoroughly democratic; and they are taking care that it shall 
be the same with the new War Loans. French Treasury Bills 
(three months at 4 per cent., six months and twelve months at 
5 per cent.) are being issued down to 100 francs (say, £4: our 
limit is £1,000!). Bonds can be bought in amounts as small 
as 5 francs and 20 francs at every Post Office, where they are at 
once handed over against cash! As M. Théry well says, the 
creation of these Bonds answers rather to political than financial 
considerations ; but it is certainly worth while. Small savings 
are thus enlisted in the finance of national defence ; and the reflex 
effect on economy is equally important. We have lately taken 
useful steps in the same direction. Much has been done to reach 
the small investor through the Post Office, the only kind of 
financial machinery he understands. The arrangement for the 
custody of Bonds by the Post Office is excellent. Best of all are 
the provisions recently announced making the new Certificates 
and Scrip Vouchers under £5 payable in cash on demand. It 
would be well if this system were extended, so that amounts of 


1 Boon. Hur., February 18th, 1916, p. 105. 
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War Loan under £100 might be dealt in at the Post Office-at 
just remunerative commissions. The institution of savings banks, 
and still more of the Post Office banks, gave an immense stimulus 
to thrift. Perhaps a still greater advance would be made if we 
could give our national Funds something of the position and 
popularity the Rentes enjoy in France. 

Thrift, it may be hoped, is now coming into its own again. 
The War has found out many weak points in our policy, none 
more glaring than our recent attitude towards thrift. It has been 
the fashion, even with some of our economists, to decry it as 
a sordid and mischievous vice. Politicians have held it up to 
odium, and punished it by extra taxation. Worse still, the State 
has described income derived from saving as “unearned,” a term 
which to most men carries the meaning of undeserved. Income 
derived from saving is really twice earned. ‘To the majority, 
people of small means, the effort of saving is much harder than 
the original earning of what is saved. The exercise of faculty in 
earning wages, salaries, and profits is often agreeable; and some 
day, when labour is ideally organised, we may hope it will be 
agreeable to all of us. But saving will always involve self- 
control and self-sacrifice. It ought not to be too hardly felt; 
every facility should be offered, and all possible concessions made, 
to small savings. Like every other useful habit, saving may be 
carried to excess. But in due degree it contributes a very neces- 
sary element to character ; and we should have less waste, and a 
more thorough utilisation of wages and incomes, if saving were 
more common. Nor has there ever been a time in history when 
saving was more imperatively necessary. Even before the War 
there had been a serious rise in the rate of interest, which went 
far to compensate the saver, in automatic fashion, for the burdens 
imposed on him by the politician. But there must be an unpre- 
cedented shortage of capital after the War. ‘To establish habits 
of economy should now be the first concern of the statesman.! 

It will be extremely difficult to make England thrifty. Thrift 
involves intelligence no less than self-control. Above all, it 
requires what is really the highest quality of mind, I mean 
imagination. Nothing is harder than to actualise the future; to 
realise that its wants will be as urgent as those felt in the present, 
and for older persons, more expensive to provide. It is their 
education, spirit, and intellectuality which have made those two 
brilliant peoples, the Scotch and the French, the most thrifty 


1 Even in the United States, to which the War has brought nothing but 
prosperity, a Thrift Campaign has just been inaugurated by the American 
Bankers’ Association. 
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of Kuropean nations. Perhaps this explains why the English 
do not take so kindly to saving. So it has been for centuries 
past. There was no better judge of national f’ychology than the 
great Daniel De Foe. Here is his estimate of us in 1704. “Good 
husbandry is no English vertue, it may have been brought over, 
& in some places where it has been planted it has thriven well 
enough, but ’tis a forreign species, it neither loves, nor is belov’d 
by an Englishman. . . . Tho’ this be a fault, yet I observe from 
it something of the natural temper & genius of the nation; 
generally speaking, they cannot save their money. ‘Tis gener- 
ally said, the English get estates, & the Dutch save them... . 
English labouring people eat & drink, but especially the latter, 
three times as much in value as any sort of forreigners of the 
same dimensions in the world.”! Another brilliant observer, 
M. Taine, says that the Englishman provides for the future, not 
by his savings, but by his expenses. There is something to be 
said for this solution, for we must never encourage people to 
starve themselves into inefficiency. But it does not establish the 
habit of thrift, nor meet the need of the hour. 

There is, however, another equally well-marked trait of our 
national character which might be turned to account. Sentiment 
apart, there seems no solid objection to utilising for the national 
profit the inveterate and irrepressible desire to “try one’s luck ”’ 
which is so often found in healthy, and therefore optimistic, 
human beings. Jn spite of our prudery on this point, there is 
no country in the world where this desire is so strong as in Great 
Britain, or so grossly exploited by rascality. Very much of what 
is euphemistically called “sport” is really gambling, and some- 
times worse. As things are, the gambling instinct cannot be 
suppressed, and often leads to ruin. Why not furnish an 
innocent means of gratifying it, which will actually develop habits 
of thrift, and where the result of the stake, so far as it is un- 
certain, will be due to pure chance, and not to a mixture of 
chance and fraud? ‘This seems to be the object of the proposal 
to issue premium or bonus bonds. These bonds would carry 24 
or 3 per cent. interest in any case, together with rights to a 
chance of a bonus in addition. Thus the “sportsman” would 
become a “rentier malgré lui”; and, perhaps, in due time, the 
unfailing virtue of interest might come to be held more substantial 
than the mere chance of luck. Such an issue by the Govern- 
ment has been declared perfectly legal. It seems the only way 
to get hold of the spare cash of a large class who squander most 
freely. 

In any case a popular campaign will be required. The 
De Foe. Giving Alms no Charity. 1704. 
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imagination must be stirred. The people are everywhere waiting 
for a lead. Except for the invaluable example of H.M. the King, 
they have not had one that makes an adequate appeal. They see 
waste everywhere, and on such a huge scale that their small 
private economies seem useless; for they cannot appreciate the 
magic of large numbers. If one-tenth the energy ordinarily spent 
on party struggles were devoted to the advocacy of economy, our 
financial problems would be solved. 

It is in the public service that waste is most flagrant, and its 
example most discouraging. It looks as if all the old checks on 
expenditure were in abeyance, or at least ineffective. Army 
supply officers have been heard to say that the whole population 
of Belgium could be supported on the waste of the British Army 
in France. After allowance for the vigour of expression which 
we like and expect to find in the soldier, it is certain that not 
only abroad, but at home, expenditure has been reckless. Every- 
one you meet can give you a score of examples of it from personal 
observation. It is startling to hear that at a single stroke the 
expenditure on shells could be cut down by £400,000 a week! 
Another source of serious loss is the imperfect utilisation by the 
State of requisitioned resources, as, for instance, in matters of 
transport ; and the failure to find work for so many highly skilled 
men, engineers, for example, when others are being heavily. over- 
worked. Abundant supplies of funds to huge bureaux of officials 
is another cause of waste. If it be true of the English generally 
that they are apt to take the amount of their incomes as a kind 
of indication of what they are justified in spending, this is still 
more true of English officials, public or municipal. They seem 
bound to justify their existence by some kind of activity, some- 
times merely obstructive, sometimes, as where there are Works 
Departments, seriously wasteful. Local authorities, with less 
excuse, have been almost as bad as the central authorities. Local 
rates have doubled in twenty years. The “unproductive” local 
debt has more than doubled in the same time. The only way to 
check these abuses is to cut down the supplies. Grants from 
national funds to local authorities should be withdrawn during 
the war. Officials will spend all they can get without provoking 
a kick from the tax-paying Issachar. But they know when it 
is wise to stop. They will in general cut their coat according to 
their cloth, and avoid unduly raising rates. 

Example and appeal should be used for all they are worth ; 
but you eannot extemporise national habits. It must come to 
pressure in the end, before the necessary economy will be secured. 
Either high prices or taxation might serve the purpose. It would 

No. 101.—vou. XxVI. c 
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_seem that in Germany they have mainly relied on the effect of 

high prices, aided in certain cases by the system of rations. The 
consumption of the masses, whose wages have not risen in pro- 
portion, has thus been reduced. Certain classes have made large 
profits, but these are the classes who naturally save. Moreover, 
their increased resources are easily visible in bank balances, etc., 
and means are found to induce the investment of these resources 
in the German loans. It used to be said that medieval sovereigns 
used the Jews as a financial sponge. They were allowed to 
absorb wealth from the people, to be periodically squeezed into 
the coffers of the prince. Germany seems to be using her wealthy 
classes, and Austria-Hungary her bankers, in similar fashion. 
This policy is not open to us. While a certain number of 
employers have made large profits, the bulk of the classes who 
normally save have been hard hit by the war. The working 
classes, who are unusually prosperous, are not as a rule savers 
otherwise than by subscriptions to societies. The best way to 
tap the extra earnings of both employers and employed is by 
taxation. 

It is generally more equitable to tax by diminishing incomes 
than by raising prices ; but it will be difficult to tax wage incomes 
directly. Commodities, especially certain imports, must be taxed, 
and prices will rise in consequence. But every effort should be 
made to check any avoidable cause of a rise of prices. They 
should not be allowed to rise through disorganisation of trans- 
port, or artificial finance, for example. The rise aggravates our 
financial burdens, upsets all estimates, and causes social friction. 
It is already excessive. Prices have risen 46 per cent. since the 
war began, and 103 per cent. in the two months, December, 1915, 
and January, 1916. Not more than 3 per cent. of this rise is 
due to gold supplies. A large part is due to the increase of 
purchasing power (either currency or bank credits) caused by the 
abnormal war demands. Much of this is inevitable, though 
it can be reduced to a minimum by continuous borrowing. Sir 
George Paish thinks nearly one-half of the rise is due to rise of 
freights. This urgently requires correction. It is only in so far 
as prices are raised by methods that create revenue that we can 
regard them as a useful instrument of finance. 

To taxation, then, and heavy taxation, we find ourselves 
driven at last. The raising of loans is connected in so many 
ways with the nature and amount of taxation that neither ques- 
tion can be satisfactorily handled without reference to the other. 
But limits of space, already strained, prevent a discussion of 
tax-policy here. A few brief suggestions only can be made. 
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True economy, whether in time of peace or war, rests on a rational 
adjustment of values. Taxation can do something to enforce this. 
Such expenses as are merely ostentatious or conventional form 
the best possible subjects of taxation ; there is no loss of essential 
utilities, and the labour released is urgently needed for necessary 
services. There is no economy within the reach of the middle 
classes at all comparable with what would be gained by the 
reduction of domestic service. Heavy taxes might be imposed 
on all servants (the necessary exemptions made for the sick, 
young children, hotels, etc.). Indeed, all licences should be 
raised, and re-transferred, for the period of the war, to the Con- 
solidated Fund. If these taxes proved prohibitive large savings 
would at once be possible; if not, they would at least raise 
revenue with a minimum of hardship. Consumption of all but 
the poorest may be substantially reduced. Professors Hopkins 
and Wood, after a careful study, estimate that 60 millions might 
be saved in food by those earning more than 30s. (say, now, 35s.) 
a week. It is certain we should be none the worse if 100 millions 
were saved on alcohol. The heavy taxation of spirits is obviously 
indicated on all grounds. Life-long smokers have found that it 
is possible to dispense with tobacco. The consumption of cigar- 
ettes is enormous. Here an expensive import might be checked. 
The expenditure on amusements, which seems higher than ever, 
should be taxed; so, too, advertisements and photographs. The 
Italians have a tax on men of military age exempted from 
military service. This tax is said to have met with general 
approval. Taxes on war profits are in all countries recognised 
as obvious and equitable. 

Whatever special taxes are selected, certain general aims 
must be kept steadily in view. Taxation has seldom been what 
Adam Smith said it should be, a mere instrument of revenue. 
The great Colbert used the tax-system as a sort of clavegin, or 
keyboard, by the manipulation of which he could control the 
direction and development of the national industry. Afterwards 
it was used to foster colonies and extend empire. In modern 
times it has become the fashion to use it as a means for redress- 
ing inequalities in the distribution of wealth. To-day the 
question of revenue is certainly urgent; but the main objectives 
of taxation must be to check unnecessary consumption, and 
especially unnecessary imports ; and generally to enforce economy 
and promote thrift. Relatively, our resources are good if we 
are willing to use them to the full, and intelligently. Nothing 
less will serve. 

H. 8. FoxweE.u 
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COULD WE IF WE WOULD, AND WOULD WE IF WE 
COULD, CAPTURE GERMAN TRADE?! 


THE question which the club is asked to consider is presented 
in an alternative form. ‘‘Could we if we would, and would we if 
we could, capture German trade?” It will, I imagine, be 
admitted that if the answer to the first part of the question is in 
the negative, the second becomes of no importance. But it does 
not follow that if we could capture German trade it would be right 
of us to take this course. 

It is true that no answer will be required till the end of the 
war, and at the moment such a prospect does not seem to be 
at hand. Nevertheless, it is well we should consider now what 
answer we shall give when the time comes, lest half-unconsciously 
we may find ourselves committed beforehand to a false conclusion. 
There are not wanting signs that this is going on at present. The 
report of the Sub-Committee of the Advisory Committee of the 
Board of Trade on Commercial Intelligence is an ominous 
indication of that to which I allude. 

In attempting to find an answer to the first part of the ques- 
tion we must understand precisely what we mean by the German 
trade which we are invited to capture. German trade, like the 
trade of any other country, means, I take it, the whole of the 
activities of the nation as translated into production of all sorts. 
So regarded, the work of the philosopher in his closet, and cer- 
tainly the work of the investigator in his laboratory, go to form 
a part of trade, for at any moment work of this sort may be trans- 
lated into actual commercial results. Who, for example, would 
have thought that Oersted’s apparently quite irrelevant observa- 
tion that a magnetic needle brought within the influence of an 
electric current is deflected would permit us to establish almost 
instantaneous communication between London and New York— 
still less that it opened possibilities as to the production and trans- 
mission of energy, the extent and ultimate effect of which we as 
yek only dimly perceive? 

Now, it is obvious that in this sense we cannot capture 

. ° Read before the Political Economy Club, March 1, 1916. 
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German trade except by capturing Germans, and then we must 
either maintain them by our own efforts out of our surplus, or 
set them to work to earn a livelihood for themselves—or, perhaps 
more simply, by exterminating them, put a definite and complete 
end to German trade. But would this suit us? To answer this 
question would be to deal with the second branch of the problem, 
and so I will leave it for-the moment. 

What is probably meant by those who ask us to capture 
German trade is that we should capture some special branch or 
item of German trade. And it will at once occur to every member 
of the Club that certain particular trades are suggested for cap- 
ture, or that the British manufacturer is blamed for not having 
prevented the Germans from obtaining them. 

What appears to me the fatal defect in any such suggestion 
is that whatever trade the Germans possess, which anyone in this 
country would like to have, is the trade to be captured. The 
method of capture is, however, not to be that of producing the 
article in question cheaper or better, but in succeeding in inducing 
tlie Government to afford means of selling it dearer. Let me 
take an example. The dye industry, as it is called, that is to 
say, the manufacture of dyes from the by-products of the distilla- 
tion of coal ought, say the would-be “capturers,” to be a British 
industry. Good. But, say they, it shall be captured by the 
Government providing capital to erect the works at cheaper rates 
than this can be done by private enterprise, and some guarantee 
shall be given that after the war the produce of the factory shall 
find a market in England. Does this mean that the taxpayer 
shall find the difference between this cheap capital and the price 
of capital in the open market, and that the consumer shall pay 
as much more as may be needed to keep the factory at 
work against the German dye-maker? Will it suit the 
calico printer in Lancashire to buy dear colours in order to 
make materials to meet the cheaper-dyed German articles in the 
neutral markets of the world? The British dye-maker can 
capture the trade without any intervention on one condition. 
Let him make dyes cheaper and better than the German and he 
will find the Lancashire printer quite ready to become his cus- 
tomer. It is a less heroic but a sounder remedy than to evoke 
the aid of the State. 

But it is said the the German manufacturer has got a firm 
hold on the market, and by fair means or foul has created a 
monopoly which it is our business to break. It is further sug- 
gested that this cannot be done except by State action, and that 
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‘the operation of individuals is powerless against the great com- 
bination which has been built up. The British manufacturer is, 
moreover, blamed for having allowed a British invention to pass 
into other hands. Before we admit any of these contentions 
they should be carefully scrutinised. We may admit that the 
German system of education put into the hands of the German 
manufacturer the means of conducting his operations in a 
thoroughly scientific way. Very carefully trained chemists were 
turned out of the technical schools by the hundred; those in 
control of the establishments had the good sense to make full 
use of the materials thus provided. The field of inquiry was 
quite new and offered almost boundless opportunities of research, 
and there was no failure on the part of those concerned to under- 
take the investigation. 

Now, in all this, what fault have you to find with the German? 
Great Britain might have done the same, and if she neglected 
to do it, she has herself to blame. 

Or, let me take an example of what may be called the foul 
means. I am told that the celebrated Badische Anilin Gesell- 
schaft, availing themselves of the provision of the Patent Laws 
intended to thwart them, erected works in England, and so com- 
plied with the law, but were careful to establish a part of the 
process out of which an essential stage was omitted, which was 
accomplished in Germany. So we are hoist with our own petard, 
as is frequently the case. It cannot have failed to amuse a 
cynical Free Trader (if such a being exists) how often has this 
happened. The report to which I have referred mentions one 
such case (§ 19) where the mark of origin so loudly demanded 
some years ago is now complained of as unduly advertising 
that country. But for the war we might have found our- 
selves invited to legislate against any manufacturer marking his 
goods with the name of the country of origin. While I am on 
this subject I would like to call attention to the naive observation 
in § 18, viz.: “The representatives of the jewellery trade urged 
that such marking could be extended even to small articles such 
as rings, and in the case of glassware it was suggested to us 
that the marking should be in the glass itself, the slight 
resultant disfigurement being, of course, not objectionable from 
the point of view of British manufacturers.” Why not make the 
“resultant disfigurement ” fatal to the use of the article and have 
done with it! 

But I must not be understood to contend that I do not think 
there is some ground for regret that a great new branch of industry 
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has passed almost entirely out of British control. What I do 
say is, that before you blame the British manufacturer you must 
take all the circumstances into account, and I will mention two, 
the importance of which I regard as very great. In this, as in 
many other cases, the Government, both central and local, and 
in some instances public opinion, far from helping the manu- 
facturer, have hindered him. Facilities for the use of alcohol 
were essential to the perfecting of the aniline dye processes. Our 
laws withheld these, and the would-be dye-maker was the more 
deterred from entering on a difficult manufacture because he 
knew he would be perpetually harassed by the Excise. It would 
take me too far to give other instances, but the industries con- 
nected with gas, with motors, and with electricity (to name only 
a few), give even more striking instances of the same sort. 
But, besides all this, there is another consideration. I have 
been engaged in industry in this country since 1862. In all that 
period I affirm that there has never been a time of any duration 
when it would have been possible to get 10,000 capable workmen 
to take up new work. There have been plenty of unemployed, 
but they were persons who, under the conditions existing, were 
unemployable. I will not elaborate this thesis. I mention the 
fact in order to show that there was no need in Great Britain to 
look for new industries. Her people were fully employed. She 
had the greatest trade, both internal and external, in the world. 
Why should she trouble if some branch of industry fell to Ger- 
many? But look at Germany. I have known her since 1860, 
when I spent two years at Géttingen. She was then a strikingly 
poor country, in which the conditions for building up great 
industries were lacking. The Westphalian coalfields were hardly 
begun to be exploited. Hibernia, the name of the chief of the 
earlier enterprises in that region, testifies to the fact that it was 
necessary to come to these islands to find men and money for 
the purpose. Shortly after I left Germany began that series of 
struggles for aggrandisement, which, continuing till 1870, gave 
Prussia the predominant position which for the moment contented 
her. Germany, now at last united, entered on that marvellous 
development which we have since witnessed. Coming thus late 
into the field necessitated her turning her hand to whatever work 
she could pick up. Every praise is due to her for the way in 
which she faced her task. We may think that she would have 
done better in this way or in that, but, taken as a whole, it must 
be admitted that the work was done with the most remarkable 
skill and perseverance. But people would have been found to * 
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‘complain whatever the industry of which she had taken hold. 
People do complain that she has become a great iron-producing 
country, an industry on which (from a purely selfish point of view) 
I could wish she had not embarked ! 

This is due to the simple fact that she has huge resources 
of iron ore which she did not begin earnestly to develop till after 
the Franco-German War. Nothing we could have done would 
have prevented this great industry springing up. How can we 
hope to capture it? Just as we, grown rich, sought to spend 
our surplus wealth in drawing from all parts of the globe supplies 
to satisfy, not only our absolute needs, but our luxurious desires, 
so Germany, growing rich, wished to do likewise. I recall an 
observation of the gentleman with whom I lived in Géttingen. 
“What I envy you Englishmen,” said he, “is your abundance of 
oranges.” I did not realise the significance of the remark till 
long after. Germany then had no surplus out of which to buy 
oranges selling at two a penny in Great Britain. I have given two 
instances. It would be easy to multiply them, and this could, I 
think, be done from the list of trades which are mentioned in the 
report as needing protection, though it appears to me that the 
very figures adduced go far to negative the claim. 

I turn to another plea which is put forward by those who 
wish us to capture German trade, and which it would be dis- 
ingenuous to slur over. We are asked to learn one essential lesson 
from the war, and that is, not to be caught short of any “Key” 
industry. Before I admit this, J should like to be sure what a 
“Key” industry is. One thing is, I think, certain, viz. : that no 
one a hundred years ago, after the last great war in which this 
country was involved, perhaps I might safely say no one two 
generations ago, would have mentioned as “Kev” industries those 
for which people now claim this title. 

Would zinc have been thought essential when war was waged 
with muzzle loaders, or cotton or the by-products of the dis- 
tillation of coal when gunpowder was the sole “propellant” or 
explosive? “Villainous saltpetre”” would have been much more 
likely to be so regarded, but if so regarded to-day it would be for 
a quite different reason. The older members of the Club will 
recollect the consternation which prevailed in Europe when the 
King of Naples forbade the export of sulphur from Sicily ; some 
may remember that the result was to bring to perfection a process 
for the recovery of sulphur, which is identified, by the way, with 
a man not of German, but of English nationality. 

Who can say what, when war is next waged by mankind, will 
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be the “Key” industry? Peradventure some delicate alloy of 
steel involving the use of a rare metal. Shall we “protect” 
(heaven save the mark!) all rare metal industries lest one of 
them should be found the Key to the dominion of the air, as may 
easily be the case? Besides, may we not question the wisdom of 


‘ 


giving to zinc this “privileged” position. No doubt the shortage 
of it and the fact that more than half of the total production 
was in enemy countries, or at least countries in enemy hands, put 
us at some disadvantage. But we got the supply we wanted by 
paying for it. Better do that than enhance for all time the price 
of zinc to English manufacturers, which, say what they will, is 
what the “capturers” mean. The galvanised sheet trade has 
been, and, if it can be saved from its friends, will be again, an 
important British industry. Will it be helped by having to com- 
pete with German sheets buying their zinc cheaper than it is 
produced at Swansea? We were, no doubt, short of zinc 
and dyes, but without them we waged war with some energy. 
I think I can point to other commodities of which there 
was a much more grievous shortage, and which with a little 
foresight would have been provided without calling for any 
such measures as those for which the Advisory Sub-Committee 
asks. 

But let us suppose that ali these objections are regarded as 
invalid, and we are still on capture bent. How shall we proceed? 
Peace declared on what terms you please to suppose, Germany will 
want to get to work as quickly as possible. Her excellently 
equipped factories will be put to rights, and speedily will begin 
to produce, so that she may meet the burdens the war has bound 
on her back. I dismiss the probability of her transferring these 
in any effective way, or to any large extent, to other shoulders. 
I am sanguine (shall I say visionary?) enough to hope that we on 
our side will equally dismiss the possibility of binding our like 
burdens on other backs. Her frugal and industrious people will 
set to work to produce as cheaply as they know how. In what 
way can we stop her? By refusing to buy? Well, she will take 
her wares to other markets. The world, all except the Allies, 
bound, I will suppose, by mutual agreement to boycott her, will 
buy her cheap and excellent goods as greedily as they did before. 
How can we prevent them? Surely we shall not be asked to 
try the only effective way, by hemming her in by sea and by 
land, by a complete and real blockade, for that is outside the 
postulate that peace has been declared. Will anyone suggest a 
real way to capture her trade? You don’t capture a bird by 
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‘surrounding one little piece of the universe with a net and leaving 
the rest open to its unlimited flight. No! You cannot capture 
German trade, and you will only do yourself irremediable injury 
if you try. 

I might leave it there. But may I take a few minutes to say 
why I would not if I could? If I am right, the best thing I can 
do is not to try, not to be led by this will 0’ the wisp to attempt 
a boycott. On the contrary, let me encourage Germany to sell 
me all she can. In 1913 Great Britain took from Germany 80} 
million pounds’ worth of goods, of which we retained over 76 
millions for our own use. 

Tf we refuse to take them when, after the war, she regains her 
position of a great producing nation they will go filibustering 
about the world seeking purchasers. Moreover, if we don’t take 
them, can we expect Germany on her side to resume taking the 
60} million pounds’ worth which in 1913 she took from us? 
Unless I am mistaken, it would be found on examination that 
we bought on the whole cheap things from Germany, and on 
the whole sold her expensive things. Nota bad sort of trade for 
us, whose object is to pack as much labour as we can into our 
exports. But, however this may be, it would seem that, far from 
pursuing the policy which I understand is meant by those who 
would have us capture German trade, we should take as great a 
slice of German commodities as we can get, and give her as much 
of ours as she will have. Indeed, I am somewhat indifferent 
about the second. If a man has sold me anything I’ve got him 
tight. In malt or meal I am going to pay him by the labour of 
my hand or my head. Substantially, I pay my tailor’s bill in 
steel, though he does not know it, and probably would decline 
my custom if he were told what is my intention. 

This club deals with economics, and so far I have referred 
solely to the economic side of the question. But if ethics instead 
of economics formed the ground of our union, should we not find 
the same answer? When the war is over and life returns to a 
normal course, can it be doubted that the best way for all parties 
will be to obliterate with all possible speed the horrible injuries 
it has inflicted? Not to stimulate and excite angry feelings, but 
to calm them should be our object. Will a policy which seeks 
to exclude Germany from the comity of nations and from the 
markets of the world have that effect? Would any reasonable 
moralist desire to cultivate hatred? Would he not rather wish to 
allay it in every way in his power? Surely on all these grounds 
we ought not to capture German trade if we could. But there 
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is yet another argument which, to my mind, constitutes the link 
between Economics and Ethics. 

And this brings me to the last thing I have to say. We are 
too much led by words, and the terminology of trade too frequently 
connotes conflict to allow us to escape from the idea that strife 
in some form is the basis of commercial intercourse. But this 
is not really the case. Commerce, all appearances to the contrary 
notwithstanding, is not conflict, but co-operation. The best 
bargain is not the bargain out of which either one party or the 
other gets the best, but that from which each draws his advan- 
tage, and will therefore desire to repeat the process. There is 
trade enough for us all, and the more prosperous each is, the more 
prosperous all are. 

It may be that, should it lie with you to dictate the terms 
of peace, you will impose on your adversaries certain conditions 
relating to commerce. These will, I hope, be not in the nature 
of hampering their trade, but rather of fostering both theirs and 
yours. I cannot better conclude what I have to say on the Ethico- 
economic side of my subject than by quoting the conclusion of 
a pamphlet which I recently read. The author ends his most 
interesting work thus :— 

“The programme of the Allies cannot be a mere plan to crush 
Germany ; for a nation of 65 millions (with German Austria 75 
millions) cannot be crushed. It must be a plan of defence, a 
plan for promoting the moral and political progress of Europe 
and of Humanity. It is a plan to force Germany to be human, 
to accept and to comprehend the humanitarian programme of the 
best German thinkers. Germany, when she has abandoned the 
ferocious philosophy of the Superman and the policy of the 
‘Blonde Beast’ aspiring to the blood-stained dominion of man- 
kind, will easily find her place as an equal among equals.” 

To help her to find that place will be a nobler task than vainly 
attempting to capture her trade. 

HucH Betu 








THE DILUTION OF SKILLED LABOUR. 


(FROM A CORRESPONDENT.) 


FRoM an economic point of view the movement towards the 
dilution of skilled labour is one of the most interesting episodes 
in the war, for in it we see working characteristics peculiar to 
English trades unionism, which may have a marked effect on the 
results of the present war. ‘heir presence was felt as soon as 
the Government discovered that all calculations with regard to 
artillery were absolutely wrong. The war, they found, had to be 
fought with high-explosive shell and not with shrapnel, and no 
experts—except possibly the Germans—had realised how vast the 
quantities of shell needed were. There immediately arose great 
difficulties with regard to the supply of chemicals and other 
components, with which it is not our object to deal. These the 
Government prepared to meet in various ways, while for the 
bodies of the shells they continued to rely on the great armament 
firms of the country. 

The crisis in this connection arose early in the spring of last 
year, when it was discovered that the armament firms were unable 
to carry out the enormous contracts which they had undertaken. 
They had relied upon sub-contracting to increase their productive 
capacity, and could not find enough sub-contractors to meet their 
demand for enormous quantities of repetition work. British 
engineers had neglected repetition work and devoted their atten- 
tion to more specialised operations, with the result that they were 
unrivalled as builders of ships or bridges, but had neither labour 
nor plant to deal with the vast quantities of simple turning. 

This neglect was due very largely to the attitude of the 
Knglish engineering trade unions, whose policy and ideals could 
not be reconciled with the standardisation necessary for the 
economical repetition of a large number of simple operations. 
They insisted on their members being fully trained and not trained 
only on one machine for one process, while, being suspicious of 
ihe system of “payment by results,” they introduced restrictions 
on outpyt, which robbed it of much of its value. Engineering 
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employers, therefore, were restricted both in the use which they 
could make of their labour and in the output which they could 
obtain by means of piece-work prices. 

The first restriction took the form of a very rigid limitation of 
the number of operations which semi-skilled or unskilled men 
could be called upon to perform. Accordingly, the right to do 
most of the engineering work in the country was the monopoly 
of a limited class of fully skilled men. The Amalgamated Society 
of Engineers refused to allow a man to be trained to work one 
machine only, exactly as the British Medical Association refuses 
to allow a man to qualify in surgery only and practise as a 
surgeon. Accordingly, for many years fully skilled engineers have 
been doing in this country work which in America is done by « 
semi-skilled or unskilled man, who feeds and watches an elaborate 
automatic machine and calls in the skilled mechanic when the 
tools need sharpening or the machine generally requires attention. 

The partial breakdown of the system of payment by results is 
due to its abuse on the part of a certain number of engineering 
employers. The whole object of this system is to make the 
engineer work harder, and there is a universal agreement that 
piece-work prices shall be so fixed as to yield to an average piece- 
worker, in his normal hours, from a quarter to a third more than if 
he is working on “time.” The fixing of piece-work prices, of 
course, is not an easy task and it is usual, when a new job is intro- 
duced, to experiment for a month or six weeks, but at the end of 
that period the price should be fixed definitely on the above basis 
to compensate the piece-worker for his extra exertions. 

Unfortunately, employers did not always realise that piece- 
work prices, once fixed, should remain unchanged in order that 
the workman may feel sure that any extra exertion on his part 
would earn a corresponding reward. The prices fixed were often 
high, so that there were “easy jobs” and hard jobs, and employers 
often reduced the prices of “easy jobs” after they had stood for 
a long period, not seeing that they were likely to lose far more 
than they could gain by striking this blow at the psychological 
value of piece payment. An even more unwise practice was also 
met with. It often happened that there were in a shop one or 
two mechanics of special strength or dexterity. Instead of fixing 
rates to enable the average worker to earn his “time and a third,” 
employers took as their standard these exceptional men. It fol- 
lowed, naturally, that the worker refrained from undue exertion 
lest he should lose his reward by the cutting of the piece-rates, 
and looked upon a man who worked very hard as an enemy to 
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his class who was endangering the livelihood of his companions 
by making the best of his own particular skill. The consequences 
of this were disastrous, and enterprising and fair employers were 
prevented from making improvements to which no objection could 
reasonably be made. But thus it was that owing to the action 
of a short-sighted minority the policy of “ca-canny’’ became 
almost universal in English engineering shops, and the output 
both of men and of machines was greatly reduced in consequence. 

The removal of trade union restrictions on output was first 
discussed at a conference at Sheffield on March 5th, 1915, between 
the Engineering Employers’ Federation and various engineering 
trade unions. The result was the “Shells and Fuses Agreement,” 
which made it possible for unskilled men to work on shell-turning 
throughout the country under the same conditions as prevailed 
at Barrow and Elswick, which were the only places where shell- 
turning had been done hitherto on a large scale. This was con- 
ceded in return for safeguards with regard to the employment 
of the skilled men thus displaced, the maintenance of piece-rates, 
and the immediate restorations of the practices waived after the 
war. 

The “Shells and Fuses Agreement” was supplemented a fort- 
night later by the “Treasury Agreement,” wherein the chief trade 
unions engaged in the production of munitions of war agreed that 
there should be no stoppages of work during the war, unless the 
difference in question had been unsuccessfully referred to arbitra- 
tion. The “Treasury Agreement” was subsequently incorporated 
in the Munitions of War Act, of which it was a vital part. 

The Government also endeavoured to increase the output of 
munitions by importing Canadian engineers and by systematic 
use of the engineers who were found among the Belgian refugees 
in the country, but while all these steps were being taken the 
full measure of their difficulties had been advertised throughout 
the country and the agitation was begun which ended in the 
passing of the Munitions of War Act and the establishment of the 
Ministry of Munitions. The Government took power to control 
engineering establishments (so far they have taken over more 
than 2,700 establishments), while by Section 7 they abolished 
free competition for labour in all industries connected with 
production of munitions of war. 

This is not the place to discuss the shortcomings of the 
Munitions Act; it is sufficient to say that the supply of skilled 
labour was not materially increased, and the chief result of the 
War Munitions Volunteer scheme, which was launched in July, 














1916] THE DILUTION OF SKILLED LABOUR 31 


was to show that there were only a negligible number of skilled 
engineers who were not already engaged on Government orders 
of some kind. The Ministry of Munitions had, however, now 
laid down an enormous programme for increasing the output of 
guns and shell, and for the new establishments which were 
contemplated engineers were required in very large numbers. 

The Government were, therefore, face to face with the problem 
of making more productive use of the skilled engineers in the 
country. There remained no source of supply likely to yield 
any really considerable addition to the number of skilled men 
at their disposal, and the only possible means whereby the ever- 
increasing demands could be met was the release of skilled men 
from every job which could be done by an unskilled man or 
woman. The Ministry called to their assistance a Committee, on 
which the engineering trade unions were represented, and as a 
result of their deliberations it was decided that the dilution of 
skilled labour was to be advanced in every possible way. 

The principle laid down was that no skilled man should be 
employed on work which could be done by semi-skilled or un- 
skilled male or female labour. Every engineering shop was to be 
reorganised with a view to unskilled men and women being intro- 
duced in the largest possible numbers, the work to be done being 
rearranged so that the skilled men employed should for as large 
a proportion of their time as possible be doing operations for which 
their special skill was necessary. This involved a complete revolu- 
tion in the whole industry. In innumerable operations skilled 
men had been working machines by themselves, for part of their 
time preparing the machine for its task, which in the case of a 
modern automatic machine tool requires very high skill, but for 
the rest of their time merely feeding and watching. Wherever 
possible the skilled man must now devote all his time to preparing 
the machines—that is, “setting them up,” and must leave the 
task of feeding and watching them to unskilled men or women. 
In each engineering shop the “setter-up” should be a specialist 
preparing as many machines as possible for unskilled machinists. 

The extent to which this specialisation of function is possible 
varies considerably in different kinds of shops. There are, of 
course, many machines which will continuously need the atten- 
tion of a fully skilled man. But in many operations one skilled 
man can very well take charge of two or three machines with 
the necessary assistance from machine-men, while as the work 
becomes simpler the number of unskilled workers for whom the 
skilled man can set up increases, until the proportion may be as 
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great as one setter-up to fifteen or twenty machinists, male or 
’ female. 

The first problem to be dealt with in bringing about this change 
was the fixing of the wages of the unskilled labour introduced. 
The trade unions definitely refused their co-operation until the 
rates to be paid were fixed. The rates were finally settled by the 
Committee appointed by Mr. Lloyd George, on which representa- 
tives of the various classes of labour concerned—skilled engineers, 
labourers, and women workers—sat. The main principles laid 
down were that where the unskilled or semi-skilled workers did 
work identical to that formerly done by fully skilled engineers 
they must receive the time-rates and the piece-rates of the men 
they displaced. Otherwise, women doing work not hitherto recog- 
nised as women’s work were to receive the same piece-rates as 
the men displaced and were to be guaranteed £1 a week, and the 
unskilled men were to receive the labourer’s time-rate, or when 
they were engaged on turning shells a special shell-turner’s rate, 
ten shillings a week less than the skilled turner’s rate for the 
district, but not less than 28s. a week. 

When these rates were fixed and other safeguards promised 
in accordance with the provisions of the second schedule of the 
Munitions Act the Executive Councils of the four chief engineer- 
ing trade unions promised their co-operation in furthering the 
scheme, and it was hoped that there would be no delay in carrying 
it out. The urgency was great, but while no estimate was 
possible of the extent to which the value of the skilled labour 
available would be increased, it was hoped that the gigantic 
demands which were contemplated for the spring and summer of 
1916 would now be met. Unfortunately, the support of the 
Executives meant less than was at first hoped. The Ministry of 
Munitions immediately took steps to secure the introduction of 
unskilled labour on as large a scale as possible, and only then 
discovered how little the central officials of trade unions can be 
regarded as representing their members. In some districts they 
met with considerable success, but in others, and those not the 
least important, for they included the Clyde and Newcastle, they 
met with a dead-weight of opposition on the part of the shop 
stewards and the local officials of the unions, which threatened to 
put an end to all their hopes. This opposition the Government is 
now endeavouring to break down, but their success at the time 
of writing is by no means complete. 

The causes of the opposition on the part of the workers are 
many. The issue was obscured in their minds by hatred of the 
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Munitions Act, which put powers into the hands of employers 
which they frequently abused. The widespread discontent caused 
by the Act strengthened the hands of the political extremists, 
whose only desire was to discredit the existing economic system as 
much as possible, while the conservative trade unionists refused 
to believe that such an Act could contain adequate safeguards, 
although it was definitely provided that a return must be made to 
all the practices and restrictions waived after the war. Their 
leaders had themselves drafted these sections of the Act, but they 
were not accepted as sufficient. This, indeed, is the real root of 
the matter. The exigencies of the present war have forced the 
State to combine with employers in bringing about a change in 
the engineering industry, which the workpeople have resisted for 
years. The workers are called upon to sacrifice a position which 
they have won as a result of a century of struggle. The vast 
majority of them are fully as patriotic as any statesman could 
desire, but it is easy for the advanced wing of the Labour move- 
ment to point to the changes going on and to comment bitterly 
on the fact that only the provisions of a schedule irf'a hated statute 
stand between them and the absolute ruin of engineering trade 
unions after the war. 

The position is all the more difficult because the workers must 
take an active part in the change and must themselves train the 
labourers in whom they see future blacklegs. They must them- 
selves become “setters-up” and, working at a time-rate of from 
45s. to 58s. a week (with overtime in addition), must set up 
machines for unskilled men who will by piece-work in all proba- 
bility earn considerably more than they. 

The attitude of the employers does not improve the situation. 
Many certainly are conservative, while nearly all complain that 
the rates they must pay to the unskilled labour introduced are too 
high. But there are a large number who are following the lead 
of the Government joyfully, realising that if they can train a 
sufficiently large number of labourers and women they will be 
able to defy the unions when the next big struggle comes after 
the war. They know that they can produce machines which 
reduce to a minimum the amount of skilled labour needed, and 
only the unions stand in the way of a new régime when shops 
are staffed by labourers and women. Writers in engineering trade 
journals have voiced these hopes, and the leaders of the labour 
opposition to the Government’s proposals have not been slow 
to advertise their articles. 

There is, indeed, a fundamental lack of sympathy between 
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. the Government on the one hand and the employers and workers 
on the other. The Government’s view is that success must be 
won in the war and that this is not the time to count the future 
cost. They have guaranteed the status quo ante to the unions 
and they now demand a clear field. But among employers and 
employees the words “after the war” are constantly uttered. No 
one believes-that the war can last for ever, and everyone is looking 
forward to an end of the truce in the labour world. The convic- 
tion that the greatest war in the history of the world will be 
followed by an economic struggle on an equally large scale is 
extraordinarily widespread. It has become an obsession in the 
minds of many, both among employers and employed, and it is 
by no means certain that the Government will succeed in making 
them forget the future and think only of the urgent needs of the 
country in the present. 

















THE PROVISIONING OF FRANCE AND THE MEASURES 
TAKEN BY THE GOVERNMENT TO THAT END. 


EcoNoMISTS are not those who will suffer least in this war— 
I mean economists of the liberal school—for they have seen all 
the principles that they taught and that were dearest to them— 
freedom of production, of circulation, and even of markets— 
mercilessly trampled under foot. The régime of requisitioning, of 
price-fixing, nay, even of rationing for the necessities of life, has 
become the normal state of affairs over a considerable part of 
Europe. It is true that economists have had some compensation 
in the abolition of import duties in most of the belligerent 
countries. But freedom of exchange has not gained ; it is exporta- 
tion that is now prohibited ! 

It is in Germany that State intervention is carried out both 
in the most extensive and in the most thorough manner. This 
was to be expected, seeing that Germany was already the land 
of military organisation, even in civil life, and that she is the 
country which has undergone the most severe economic 
pressure, in consequence of the blockade, and has had _ to 
organise herself not only against an enormous rise in prices, 
but also against actual scarcity in the case of a great number of 
articles. England, on the other hand, has up till now preserved 
the conditions of economic freedom almost intact ; but not perhaps 
for long, to judge by projects which are announced for fixing 
maximum freights, and for prohibiting the importation of 
luxuries. 

France is in a situation which may appear more favourable 
than that of either of the two countries T have just named ; more 
favourable than that of Germany, since she has had no blockade 
to undergo, and, thanks to the English Fleet, has been able to 
maintain free access to all her ports. Her position is, in certain 
respects, more favourable than that of England, since normally 
France is almost self-sufficient, and has not, like England, to 
resort to importation from abroad for so large a part of her 
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food supply. But, on the other hand, it must not be forgotten 
that, unlike enemy and allied countries, France has a part of her 
territory invaded, not very large in area (a little less than 4 per 
cent.), but very considerable in industrial production; ior it is 
there that most of her coal and iron mines, her mills and factories 
of wool and cotton, her fields of beetroots and sugar refineries 
are situated. Even the wheat and potato crops have suffered con- 
siderable diminution from this cause. It is for this reason that 
the general rise in prices has been hardly less than in England, 
30-35 per cent. on the average for foodstuffs, but much more for 
products particular to the invaded areas, such as coal, sugar, and 
yarn. 

Nevertheless, the French Government has not had to resort 
to the same extreme measures as the German, notably to ration- 
ing. No product has yet been rationed in France. A Bill has, 
it is true, been brought in to ration coal, but it is doubtful 
whether it will be passed by the Senate, especially as the 
extraordinary mildness of this winter helps to make it un- 
necessary. 

The fixing of a maximum price has only been employed 
up till now for two or three commodities. 

So far as bread and meat are concerned, fixing prices is not 
an innovation due to the war. It is an old law dating from 1791 ; 
indeed, it is the oldest weapon in our legislative arsenal, and it 
empowers mayors to fix prices for these two commodities, when- 
ever they judge prices to be too high. The law has always been 
in force, in spite of the protests of economists, who for more than 
a century have continually agitated for its repeal. 

Mayors have made use of this power in regard to bread fairly 
often, though rarely in regard to meat. But the Government 


* In 1913, out of a total importation of 8,231 million francs, France imported 
1,803 million francs (£72,120,000) of foodstuffs (of which there were 613 million 
francs of wheat and flour), whilst England imported (the figures are for 1912) 
£262,000,000 of foodstuffs, and Germany 3,170 million marks (£150,500,000) of 
foodstuffs. This importation can scarcely be an eighth (12 per cent.) of the 
total French consumption of foodstuffs. It must be observed, moreover, that 
under normal conditions France exports 833 million francs’ worth of foodstuffs, 
which she now retains. It would therefore have been permissible to suppose 
that during the war France would not have exported any foodstuffs, and would 
have only imported a small quantity. But it is not so, for the year 1915 gives 
us :— 

Importation of foodstuffs, 2,549 million francs. 
Exportation ,, - 544 million francs. 


Thus the difference is over two thousand million francs. It is regrettable, but 
is easily explained. The increase of imports is due to the bad harvests of 1915, 
itself due to various causes which I shall refer to later. The larger part of the 
exporés have been to England and to Switzerland. 
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rightly thought that the authority of the mayors to fix the price 
of bread would be useless in practice, or quite unfair to the bakers, 
if at the same time prices were not fixed for wheat and flour, the 
raw materials of bread. How could the mayors have maintained 
the price of bread at 40 centimes a kilogram if the price of wheat 
rose above 40 francs a hundred kilos? That is why the law of 
October 16th, 1915, fixed the price of wheat in the first instance 
at 32 francs, but for some time past at a maximum of 30 francs. 
This means to say that the Government has assumed the right 
to requisition wheat from the farmer, or from the merchant, at 
that price. Actually the State only uses this right very excep- 
tionally, but the possibility of making use of it is sufficient to keep 
wheat practically at this price of 30 francs, since no one is 
willing, in buying it at a higher price, to run the risk of having 
it requisitioned by the State at 30 franes.! 

The production of home-grown wheat not having been sufficient 
in 1915, as much owing to the invasion as to scarcity of agricul- 
tural labour, importation of foreign wheat has been necessary. 
The Government has bought this foreign wheat and has resold 
it in the departments which were in need of it. A body called 
“The Supply Commission” (decree of September 8th, 1914) has 
been entrusted with this important work. It acts under the 
authority of the Board of Trade (Ministére du Commerce). 
Between May and the end of December, 1915, the Commission 
bought 5,758,000 quintals of imported wheat at prices much higher 
than the price of 30 francs at which they re-sell to the consumer.* 

The resultant loss is borne by the State, and a credit of 
200 million francs has been voted for the purpose. In order 
to minimise this loss, the State has chartered fifty ships which 
are employed in the transport of cereals. A considerable saving is 
thus effected, for, as is well known, the high price of imported 
wheat is chiefly due to the enormous rise in freights (165 francs 
a ton for wheat from the Plate, instead of 20 to 25 francs before 
the war). 

It cannot be said that these measures have been ineffectual. 
It is certainly thanks to them that the French consumer does not 
have to pay appreciably more for his bread than before the war, 


' The regulation of prices for flour is left to the ‘‘préfets” of departments, 
because conditions of milling and of transport vary a little in different districts, 
but the prices that they may fix range within narrow limits, which are roughly 
from 40 to 42 francs a 100 kilos. 

2 As a rule, the Commission does not re-sell the wheat directly to consumers, 
but to the ‘‘Chambers of Commerce,’ which exist in all the big towns, and 
which undertake to distribute it as they receive orders for it. 

Translator’s Note.—A quintal is 220°46 lb. (100 kilos). 
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- and even :: little less than in England! (about 10 per cent. less). 
As may be imagined, the farmers are not altogether satisfied at 
seeing themselves prevented from asking the maximum price for 
their wheat, which the law of supply and demand would give 
them. They resign themselves to it, however, with a good grace 
that is quite patriotic : ‘‘C’est la guerre.” Nevertheless some of 
them not illdgically remark, with a trace of bitterness, that since 
the law fixes the price of wheat it ought also to fix the wages 
of agricultural labourers, which have naturally gone up a 
great deal. “If,” they say, “patriotism should forbid us to ask 
the maximum price for the product of our labour, our wheat, the 
same reason should equally prevent the labourers and farm-hands 
from exacting the maximum price from us for their services.” 
The Government has granted them a certain compensation by 
re-establishing (by a decree of October 16th, 1915) the import 
duty of 7 franes per 100 kilos of wheat, which had been abolished 
at the beginning of the war (by a decree of July 31st, 1914). 
The re-establishment of the Customs duty, which has scan- 
dalised all economists of the liberal school, and which, indeed, 
appears at first sight absurd in view of the problem of combating 
the rise in price and even the risk of famine, is, however, ex- 
plained, if one reflects that as the law, by fixing prices, prevents 
the farmer’s profiting from the rise, it is fair that it should guar- 
antee him against a possible fall in prices which might result from 
the importation of foreign wheat. The fixing of a maximum limit 
implies the fixing of a minimum limit. In any case, the question 
is now without interest, since, the price of foreign wheat being 
absurdly higher than the national price of 30 francs, there is 
no importation except that which the State introduces at a loss. 
The fixing of prices has had, moreover, certain unexpected and 
vexatious results, which well show how dangerous an instrument 
it is to handle. Thus it has happened that oats, not having come 
under the regulation of prices, have, without hindrance, risen in 
price above the price of wheat, namely, to 40 francs. But as at this 
price it is much more advantageous for the farmer to produce 
oats than wheat, it has come about that the farmer has preferred 
to sow his field with oats rather than with wheat, to the great 
detriment of next year’s harvest ; or that he has even preferred to 
feed his horses on his wheat and keep his oats for sale! It 
follows that the Government will find itself obliged to fix prices 


‘A 4lb. loaf is 85 centimes in Paris and 84d. in London, but it must not 
be forgotten that an English pound avoirdupois is a little less than 454 grams, 
thus 1,814 grams of an English 4-lb. loaf against 2,000 grams of the French 
4-lb. loaf is a difference of 10 per cent. in price. 
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for oats also. Thus it is that when one has begun to fix prices 
for certain products one finds oneself led on, little by little, to fix 
prices for all of them. Such is the effect of the interdependence 
which exists between the prices of things, and is one of the curious 
aspects of what economists call “the law of substitution” ! 

As regards meat, I have not heard it said that mayors have 
used their right of fixing prices, all the less because meat has not 
risen in price above the average rise (30-40 per cent.) of all food- 
stuffs. It is relatively easy to apply a fixed price or rationing to 
bread, as it is a homogeneous product, but the application of 
these measures to meat is difficult, because there are almost as 
many different qualities of meat as there are joints in a sheep 
or a bullock. 

In some towns they have begun to open municipal butchers’ 
shops. That is an indirect system of fixing prices, which has the 
advantage over direct regulation that no coercion is applied to 
privately owned butchers’ shops, though it is as effective, or more 
so, as it acts by the pressure of competition. It is difficult for the 
privately owned shops to sell at a price higher than that of the 
municipal meat-shop, lest they see themselves deserted by their 
customers. In the town of Nimes, where a municipal meat shop 
was opened on November 24th last, the experiment succeeded 
so well that it was necessary to open six branches in different 
parts of the town. Meat is sold by them at 15 to 20 per cent. 
below commercial prices. 

In Paris the municipality, instead of opening butchers’ shops 
on its own account, has preferred to delegate this task to the 
co-operative societies of the town of Paris and of the Department 
of the Seine, or, to be more exact, to the Wholesale Co-operative 
Federation which represents these societies. In point of fact, the 
enterprise does not extend to all butcher’s meat, but only to frozen 
meat. It must be pointed out that, until the war, frozen meat did 
not enter France : it was shut out by the prohibitive Customs duty 
of 36 francs a 100 kilos. The protests of consumers in general, and 
of the co-operative societies in particular, had not been able to 
obtain the abolition, or the reduction, of this duty, for a simple 
reason : the Chamber of Deputies dared not rouse the discontent 
of the agricultural interest. It is only through the war that the 
door has been opened to frozen meat. 

But as nothing was organised for the transport of this meat, 
for which special ships are necessary, the Government was obliged 
to apply to England. It is from England that it buys frozen 
meat to hand over to the co-operative societies, to whom it is 
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_delivered at 1 franc 62 centimes the kilo, and in addition a 
discount of 20 centimes on each kilo sold is granted by the State, 
as a subsidy. 

Some anxiety was felt as to whether the working classes, who 
patronise the co-operative societies, would appreciate this meat. 
The poor are not so ready to change their tastes or their habits 
as the rich. - But the experiment, which only dates from the end 
of January, appears destined to be a great success. The popula- 
tion of Paris has given a warm welcome to the “frigo,” as they 
already call it familiarly, and the sales are all that could be desired. 

In the midst of earth-shaking events this is one of relatively 
little importance, though none the less of twofold interest : first, 
because it introduces a new product which may in the future 
considerably reduce the cost of living to the French consumer ; 
and, above all, because it gives a quasi-official réle to the co- 
operative societies, which up till now have been regarded un- 
favourably in France. It makes them almost a national institution. 

As regards meat also, it must be pointed out that there are 
various orders forbidding the slaughter of calves and lambs, to 
permit the flocks and herds in the country to make good their 
numbers, which have been greatly encroached upon by the 
abundant supply of meat to the armies.’ 

But from all accounts these orders have remained almost a 
dead letter. 

* * * * * *® 

This is as far as State intervention has gone at present for 
provisioning the population in France. As can be seen, it has 
been very moderate. But will the matter rest here? It is 
probable that such action will be yet further extended, especially 
if the war is greatly prolonged, as in the Chamber of Deputies 
the numerous and influential Radical-Socialist party makes efforts 
in this direction. 

Various Bills have already been brought in; some have even 
passed through the Chamber, but are not yet ratified by the 
Senate. These projects tend to enlarge and to intensify State 
intervention in four directions simultaneously. 

1. To extend regulation of prices to all products, not only 
foodstuffs, but other goods. The Government has, however, 
restricted this over-ambitious Bill, limiting it to the power of 

* The number of oxen and cows, which was above 14,800,000 in 1913, was 
not more than 12,286,000 last July—that is, a decrease of 17 per cent. It is 
partly due to the invasion, but still more to consumption by the Army, which 
is 500 grams (more than a pound) a day for soldiers at the front and 300 grams 


a day for those behind the lines, whilst the average working-class consumption 
in France is not a third of this figure, even for adult males. 
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imposing maximum prices for necessities of subsistence, fuel, and 
lighting only. It is a limitation which admits a long catalogue 
of commodities, since it comprises everything that is sold in 
dairies, grocers’, fruiterers’, confectioners’, and other shops for 
the sale of fuel or foodstuffs. But it is probable that before 
passing the Senate the Bill will be restricted to a few commodities 
specifically enumerated,! probably milk, butter, sugar, coal, 
paraffin oil, and perhaps agricultural manures, though it may be 
difficult to fix prices for this latter. As regards sugar, it may be 
said that regulation of prices exists already, if not by law, at least 
by Government pressure, for the Minister of Commerce recently 
told the syndicate of dealers in sugar that he would not allow 
sugar to be quoted above the current price of 75 francs per LOO 
kilos, and that if this price were exceeded he would requisition 
sugar. 

2. To extend the right of requisitioning goods from the 
merchants, and even from the producers, a right which up till 
now only exists as regards wheat.” 

It is clear that in order for the State to exercise the right of 
requisitioning, it must first know where, and in whose possession, 
the stocks of produce are to be found, and in consequence those 
in possession of them must be compelled to declare them. This 
is the object of a Bill unanimously passed by the Chamber :— 
“Every producer, vendor, trustee, holder, or owner of the materials 
referred to in this Act will be required to declare his stores, when- 
ever called upon to do so by the prefect. In case of refusal, or of 
false declaration, the penalties shall be . . . &e.” 

This Bill has been completed by another one to punish 
“cornering ’—that is to say, the act of accumulating goods, apart 
from any other fraudulent manoeuvres, in order to keep them 
to re-sell with big profits, when their scarcity shall have had the 
expected result of forcing up the price.’ It is well known that 
economists consider such an operation to be perfectly legitimate, 


1 Sugar only, from the latest news. 

2 A Bill of last November plans a vast system of requisitioning, of regulating 
prices, and of the distribution of coal, but appeared so difficult of application, 
and gave rise to such sharp criticism, that it is doubtful whether it will be 
passed by the Chamber, quite apart from the Senate. 

% In the Chamber of Deputies the Minister for the Interior quoted as 
examples in support of the Bill the case of two merchants. One had bought 
a million eggs at 85 francs in April in order to sell them again at 170 francs in 
December, the other had bought 300,000 kilograms of butter in September, 1914, at 
2 francs 50 centimes the kilo, to re-sell now at 4 francs. It was rightly remarked 
that these examples were not conclusive, for though they involve an element of 
speculation, as all commercial operations do, it does not follow that they have 
done any harm to the consumer. 
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-and even calculated to benefit the consumer in the long run, and 
this thesis perhaps holds good in normal times. But public 
opinion does not regard it with so serene an eye, and at all periods 
in economic history, especially in France, the idea of cornering 
has haunted the popular imagination like a nightmare. At the 
time of the Revolution it cost the life of more than one innocent 
man. It can easily be understood, then, that the Government, 
even when it does not share these often enough childish terrors, 
considers it political wisdom to reassure the people that it is armed 
against this danger. 

3. To entrust the right of exercising the measures for regula- 
tion of prices and requisitioning no longer to mayors, which was 
the rule till now, but to “préfets.” This means to say, no longer 
to representatives elected by the towns, but to administrators 
appointed by the Government. Indeed, the members of the 
Chamber of Deputies well know (and they are in a position to 
know!) that every elected representative is dependent on his 
electors, and they think, in consequence, that a mayor would 
refuse to exercise his right to fix prices or to requisition for fear 
of displeasing his electors, among whom the trading class is the 
most influential. And they think that the prefect, as he is only 
under the orders of the Government, will have more independence 
and more authority to apply the law. This would appear to be 
well founded, but it is none the less ironical to find such an 
instance of distrust of the electoral system in the mouths of 
Socialists and Radical-Socialists. The Government, on the other 
hand, has not shown itself very eager to accept the extension of 
their powers, and asked that these should be left to representatives 
of the municipalities. It has urged that economic needs and condi- 
tions vary in each locality, and in consequence the local authorities 
can alone appreciate them. <A “préfet”? whose authority 
extends over a fairly large area can only frame general measures, 
uniform for the whole length and breadth of his department, and 
this risks their being either uselessly annoying or ineffectual. 

4. Lastly, a Bill introduced by the Minister of Agriculture 
must be noted. It is to compel landowners to cultivate their 
lands, and in cases in which they are unwilling, or unable, to do 
so to give the communes the right to cultivate them themselves, 
and to keep such part of the harvests as may be necessary to pay 
the expenses. 

This Bill is the most completely Socialist measure which has 
been proposed, up till now, of all the war legislation. And a remark- 
able thing is that the Minister of Agriculture, M. Méline, is one 


‘ 
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of the best known leaders of the land-owning class and of the 
Conservative party. The explanation of this almost revolutionary 
measure is that a large deficit is feared for next harvest, for one 
reason because the area of land in cultivation has considerably 
decreased (by about 740,000 hectares), on the other hand because 
the lack of labour and of manure leaves much to be desired in 
the methods of cultivation. 


It would be interesting to inquire if these various forms of 
State intervention, and generally all that the Germans call Krieg- 
Sozialismus, is destined to disappear with the war, or to survive 
it? It would be premature to attempt to answer this question, 
for the reply to it will partly depend, perhaps, on the result of 
the war. If Germany succeeds in offering an invincible resistance 
to the Allied forces, it is certain that the prestige of the State-Idea, 
of which she is the representative type in the world, will have 
greatly gained. The power and virtue of organisation based on 
authority and discipline will be celebrated in all countries, not on!y 
in the political and military world, but even in the economic 
world. The people will continue to respect and to maintain the 
institutions, and even the forms, of slavery to which they will 
believe they owe their safety. In the other event, a sharp reaction 
to individual liberty, and against all the measures we have just 
inquired into, may be expected, perhaps even in Germany. All the 
same, it must be supposed that as a result of the enormous 
taxes to be raised for the service of the war loans all the belligerent 
countries will have to resort to monopolies, to exploitations, 
probably in the form of Regies, as we say in France, of alcohol 
(probably), and perhaps of sugar, coffee, and paraffin oil, which 
will constitute real control over consumption by the State. 

In any case, I believe and hope that after the war there will 
remain in France, as a definite gain, the conception that consump- 
tion is a national function which should not be left to rings of 
merchants, but should be really organised, either by municipal 
control or, better still, by the combination of the consumers 


themselves. 
CHARLES GIDE 














GERMAN WAR FINANCE IN _ 1914. 





ALTHOUGH the measures adopted by the German Government 
to meet the financial crisis at the outbreak of the war are now 
fairly generally known in this country, there is perhaps still room 
for a rather more detailed account than those with which we are 
familiar, more especially in view of the unexpected success of the 
German war loans. It has been frequently asserted that these 
loans are in reality fictitious, and that the whole system of war 
finance has been planned with the object of creating capital out of 
paper. In order to form a just estimate of the extent to which 
such a policy can now be, and has been, adopted, it is necessary 
first to be perfectly clear about those measures passed in the early 
months of the war which affected the currency and banking laws. 
But I propose here to confine myself to a consideration only of 
the measures and figures of the first year of the war. 

Tt would likewise take me outside the limits which I propose 
to set myself to consider in any detail the status quo ante bellum 
of German banking. But inasmuch as the most striking fact 
about the war finance in that country is that, unlike elsewhere, 
it formed no definite break with previous policy, it is necessary 
to emphasise certain facts. Of those the most important are : 
(1) That the Joint Stock banks had to a quite exceptional degree 
locked up their fluid capital in industrial concerns, either by 
actually holding stock or by repeatedly increasing three months’ 
credit ; (2) that these banks, owing to their increasing wealth, 
were, as has been also the case in England, growing more and 
more independent of the control of the Central bank ; and (3) that 
the Government had for some time past attempted to counteract 
this tendency by a series of measures which will be summarised 
below. 

The results of the first of these facts in the event of an out- 
break of war are obvious. The banks had mortgaged their claims 
over current goods; they had specialised an unspecialised pur- 
chasing power, whereas their clients had not. In so far as they 
held stock they would not be able, with the Bourse closed, to 
meet the demands of their customers, nor, if their industrial 
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speculations took the form of prolonged credit, could they call in 
that credit without threatening to ruin the industry of the country 
or rediscount at the Reichsbank without threatening the stability 
of that institution or their own when the bills matured. In fact, 
instead of being strictly speaking bankers, they were investors, 
speculators, and stags; their capital was immobile, and, should 
industrial, as distinguished from financial, disaster arise the blow 
would be dealt direct on the diaphragm of the economic being. 

The German Government had, then, two facts to face; bad 
banking and the weakening of the control of the Reichsbank. It 
determined not only to remedy these defects, but at the same time 
to prepare the credit system to meet the intensified difficulties 
which must arise should Germany be involved in war. The first 
step it took, therefore, was to make the banks reform themselves 
by enforcing in 1906 the publication of balance-sheets every two 
months. Owing to the peculiar relations between the Reichsbank 
and the Government it was possible in some degree for the latter 
to achieve its second object without direct legislative action. 
Instead of endeavouring to make the other banks more directly 
dependent on the Reichsbank it determined to strengthen the 
position of the Reichsbank itself, both in peace and in war, and 
to do this by increasing the reservoirs of gold over which the 
Reichsbank had, or should have, control. Such reservoirs of gold 
may take either of two forms. They may consist of an increased 
absolute and percentage reserve behind normal credit, or of a 
lake of definitely withdrawn gold. They may, moreover, be con- 
structed either by importing gold from abroad or by replacing 
gold in circulation by some other form of currency. In Germany 
reservoirs of both descriptions were constructed, and both means 
of construction were adopted. The gold reserve in the vaults of 
the Reichsbank increased from— 


917°2 M.M., July 23rd, 1911, to 


979°1 M.M. ms ESE? 5, 
1156°7 M.M. Pn 1913: ,, 
1356°9 M.M. “ 1914 ,, 


(M.M. = million marks.) 


In addition to this it was determined by the law of 1913 to double 
the war chest of 120 M.M. which had been deposited in the 
Juliusturm from part of the proceeds of the indemnity obtained 
from France after the war of 1870, and to add a silver reserve of 
an equivalent amount. Part of this extra demand for gold was, 
as I have said, met by direct importation ; the rest by withdrawing 
gold from circulation by means of a series of laws beginning with 
that of 1906, by which Reichsbank notes of 50 and 20 marks 
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. were allowed to be issued. ‘These notes were, of course, con- 
vertible ; but the tendency is for small notes to remain longer in 
circulation than those of higher value, and, moreover, they could 
be issued at any of the Reichsbank’s 458 branches, and were only 
convertible at the Hauptkasse in Berlin. With a s milar object in 
view the Government determined to issue its own Reichskassen- 
scheine (anrounting since 1892 to 120 M.M.), in values of five and 
ten marks. It would scarcely be correct to include as an essential 
part of this policy the raising of the legal, untaxed quantity of 
notes from 450 M.M. to 550 M.M. in 1909, as that measure was 
only in accordance with the precedent of raising the limit as the 
demand for credit and the wealth of the country increased. Rather 
should emphasis be laid on the provision of this law making 
banknotes legal tender. Finally, by the law of 1913, the quantity 
of Reichskassenscheine was increased from 120 M.M. to 
240 M.M.; and, since these act as a legal backing for notes equiva- 
lent to gold, the result was to empower the Reichsbank to put 
360 M.M. more notes into circulation until the taxable limit was 
reached, or 120 M.M. after that point without fiscal costs. This 
measure, indeed, did not help to deepen the reservoir of gold, but 
it helped to cover the cost of the new war chest, and it helped to 
accustom people to the use of paper. 

It is difficult to obtain accurate accounts of what exactly 
happened in the first few days of the crisis. All writers speak of 
the Verwirrung at the threat of war, and most seem to agree 
that the financial world as a whole, with the exception of the 
Reichsbank, lost its head. We know that the paper to which 
the Government had striven so strenuously to accustom the people 
was refused by shopkeepers ; that all credit was denied, and cash 
demanded for the smallest purchases ; that there was a serious run 
on the savings banks, and to a less degree on other banks; that 
the banks demanded extra cover for their advances, and practically 
ceased to discount bills. \Vhether or no they refused payment to 
their depositors seems to be uncertain, but on July 31st the 
Reichsbank gave notice that it would no longer pay in gold, after 
having, according to Professor Kulenberg, who, though perhaps 
the least prejudiced of the German economists, is not always 
reliable in his figures, lost 100 M.M. in a single day. There were, 
in fact, two immediate difficulties to be overcome. The first was 
the lack of currency owing to short credit and paper being refused 
and gold being stored ; the second, the demand for credit consist- 
ing of the normal demand, which the banks refused to meet, the 
normal and abnormal concentrated demand owing to immediate 
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payments being universally claimed, and the abnormal demand of 
those who, thinking they would in any case be ruined by the war, 
struggled to prolong their existence for a time at other people’s 
expense. 

The first difficulty was overcome, initially (in some districts) 
by the issue of Notgeld, more gradually by the utilisation of the 
11°8 M.M. of silver which had been accumulated in the Juliusturm, 
by the depletion of the stock held by the Reichsbank, which lost 
2579 M.M. of its non-gold metal currency between July 31st and 
December 31st, by the issue of small notes, and by the declaration 
of a limited moratorium. The paper currency took two forms, 
namely, Darlehnskassenscheine, of which by the end of the year 
65°55 M.M. in 1 mark notes, 185°8 M.M. in 2 mark notes, and 
225°4 M.M. in 5 mark notes had been issued, and banknotes of 
20 M., the legal limit to which, 300 M.M., was removed, and 
which, together with al} Reichsbank notes, were made incon- 
vertible. Of these various currencies the banknotes and silver (by 
the law of August 4th) were legal tender, and the Darlehns- 
kassenscheine possessed a IXassenskurs, that is, were accepted at 
all Government institutions and at the Reichsbank. 

Germany has prided herself considerably on the fact that she 
alone of the belligerent Powers was able to avoid a general 
moratorium. In point of fact, she declared two. restricted mora- 
toria, which, together with the suspension of her Bank Act, 
produced practically the same result with greater uncertainty and 
confusion. But, as Professor Eulenberg very justly says, “‘The 
whole question should be looked upon as one of pure expediency. 
Neither is the decree of a general moratorium in war a sign of 
any particular financial weakness (ein Zeichen von besonderer 
Schwiiche der finanziellen Leistungsfihigkeit), nor is the fact 
that we established no general moratorium to be considered alone 
as a sign of any particular strength.” A distinction was made 
between the, what in Germany they prefer to call, Zahlungsfristen 
which affected ordinary debts and those which affected bills of 
exchange. It was in reference to the former that confusion arose. 
Practically a general moratorium was proclaimed three months 
from date of the decision of the courts when appeal was made; 
but a proviso was added that it should only be enforceable when 
the delay in payment “did not bring the creditor disproportionate 
damage.” The intention, it is true, to prevent abuse of the 
privilege was justifiable ; but this object could probably have been 
more economically achieved by the imposition of a fairly heavy 
rate of interest. On December 22nd this moratorium was 
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extended for another six months in the case of debts arising from 
mortgages or rents. In addition to this a debtor was able to 
escape the bankruptcy court in all cases in which there seemed 
to be a probability of his being able to meet his debts after the 
end of the war, by obtaining from the courts the right to put 
himself in the hands of a trustee (Geschdftsaufsicht) as a 
protection against his creditors. 

By the law of August 4th the Bundesrat was given wide 
powers to decree these moratoria and to prolong them should 
occasion arise. In reference to bills of exchange a series of 
proclamations was made which it is not necessary to give in detail. 
The position was somewhat exceptional, as according to German law 
the holder of a bill must present it within two days of maturity, 
and in case of non-payment notify the drawee of his intention to 
exercise his Regressrechts within two days; and owing to the 
mobilisation this was rendered impossible. On August 4th, there- 
fore, the two days were extended to six, and on August 29th to 
fourteen, after the cause of delay had been removed, and on 
August 6th a further proclamation allowed thirty days from the 
date of publication for the execution of a bill. In addition to these 
a series of special decrees was made affecting bills drawn or 
payable in Alsace-Lorraine, East Prussia, and parts of West 
Prussia, postponing the date of payment as occasion demanded. 
Against foreign bills the debtor was given greater protection. On 
August 10th a three months’ moratorium was declared with 
interest payable at 6 per cent.; the time was extended on 
October 22nd for another three months, and on January 18th for 
yet another. But owing to the peculiar restrictions of the law the 
debtor was not permitted to pay at any intervening date without 
the creditor’s consent ; and as not a few creditors seem to have 
considered these bills a fair investment at 6 per cent., and refused 
permission to pay, the Reichsbank came to the rescue of the 
debtor, and volunteered to take up such bills. 

Of these various moratoria, then, the first checked in some 
degree the abnormal demand for currency, and with the others 
met in a, negative way part of the exceptional demand for credit. 
Positively credit was supplied by the erection of a number of 
special institutions under the control of the Reichsbank. Of these 
the most important were the Darlehnskassen, and it is worthy of 
note that not only was the establishment of these institutions deter- 
mined upon before the outbreak of war, but the actual personnel 
of the ninety main branches had been appointed. The official 
head of these institutions was, of course, the Imperial Chancellor, 


‘ 
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and the Reichsbank was represented on the central committee of 
seven by its President and another member of its Board of 
Directors. The activities and functions of these ‘ banks’ are well 
known. They were a form of pawnbroker, which issued paper, 
Darlehnskassenscheine, for pledges, which were stamped and 
returned to their owners. The amount of this paper was at first 
limited to 1,500 M.M., and on November 11th increased to 
3,000 M.M. It was not itself legal tender, though possessing a 
Kassenskurs, but could be converted at the Reichsbank into notes, 
which were both legal tender and inconvertible, and was reckoned 
as gold together with the Reichskassenscheine for backing those 
notes. The collateral against which these paper advances were 
made was divided into five groups :— 


(1) Imperial and State Bonds on which loans were made up to 75 per cent. 
of their July 25th price. 
(2) Local loans and stock of land and mortgage banks 
and other Trustee Stock were in the official 
list ... to 70 per cent. 
(3) Other Trustee "Stock ; and non- “Trustee Stock 
quoted in the official list, and the so-called 


home Ultimo Papiere ... .. ? S Tete oes on. Oe - 
(4) Foreign Ultimo Papiere ...  ... 64. eee cee eee a Oe es 
(5) Goods and other stock... 66. ee eee tee nee »» 40 Fs 


The rate of interest was to be above bank rate, and was actually 
fixed at 634 per cent., but was lowered to 6 per cent. for those 
advances made to facilitate the purchase by clients of the first 
Government loan. 

These institutions were used not only by private individuals, 
but also by co-operative societies, banks, and especially savings 
banks, which were in sore need of support. But there can be no 
doubt that their prime object was to assist in financing the first 
Government loan. It has often been said that they formed 
means by which fixed capital was made fluid. Such a trans- 
formation is, in fact, impossible. Actually they gave the Govern- 
ment power to acquire a certain percentage of the current flow of 
goods and services, through the media of paper, by receiving a 
collateral backed promise from those borrowers who were potential 
purchasers of the new loan that they would abandon their claims 
to an equivalent extent. The individual obtained paper for the 
goods which he pledged, he returned that paper to the Government 
by buying the new loan, the Government in its turn paid out the 
paper to acquire the goods of which it had need. But ultimately 
the borrower had also to redeem his pledge. If the pledged goods 
were what the Government required for the conduct of the war, 
then they would in the end be sold to the Government, and the 
ultimate result of the whole process would be that the individual 
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borrower from the Darlehnskasse lent these goods to the Govern- 
ment ; but, if they were not, nothing excepting foreign sale could 
make them ‘fluid.’ The Darlehnskassen could, in fact, only 
help directly to finance the loan (1) by helping and inducing indi- 
viduals to save, and (2) by the amount of the outstanding paper. 
They performed the first of these two functions in the main by 
making advanées to subscribers to enable them to pay their instal- 
ments in advance, but not very much in advance, of having saved 
the requisite amount of capital. This is made clear by the figures 
given by Professor Jastrow according to which the greatest 
amount of the so-called “ Kriegsanleihe-Darlehen” outstanding at 
any moment was 921°8 M.M. on December 31st, which was 
reduced to 7044 by January 12th, and according to Dr. Helfferich 
to 300 M.M. by March. This did no doubt form no very large 
percentage of the total loan of 43 milliards, and it cannot be said 
that during the first year of the war the indebtedness of the 
Darlehnskassen tended to increase. The highest figure was 
reached in April, 1,413°3 M.M., and from that date there was a 
gradual diminution. On the other hand, though these loans were 
of particular use in assisting the country to withstand the first 
onslaughts of the crisis, as the public knew after the closure of 
the first credit that further loans would have to be raised, and as 
these loans were announced sufficiently long beforehand, and there 
was, therefore, no sudden and unforeseen demand on the nation to 
save, the importance of these temporary advances should tend to 
diminish. The Government must ultimately be mortgaged to the 
future to the extent of the notes outstanding at the end of the 
war, and of the Reichsbank’s notes created on their cover. But it 
is not true, as is sometimes stated, that as the Government can 
only make use of the notes it acquires by purchase of Government 
debt by paying them out again, paper must be accumulatively over- 
issued, for obviously the loans made by the ‘banks’ must be 
repaid. It must be remembered, too, that after the outbreak of 
war the Reichsbank practically confined itself to discounting, and 
that the Darlehnskassen, which for all intents and purposes are 
supplementary branches of that institution with specialised 
functions, took over the bulk of the loaning business which before 
the war would have been done by the Reichsbank. 

I have devoted so much space to these Darlehnskassen because 
they are the most important of the extraordinary credit institutions 
in Germany. Supplementary to them were stiidtische Darlehns- 
kassen, which made advances up to 3,000 M. of three months’ 
credit, with a final time limit of one year, at a rate of interest } per 
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cent. above that demanded by the similar State institutions. These 
advances were made on “hinreichende Sicherheit,” that is, as 
Professor Jastrow says, credit that sufficed to induce the towns to 
lend, but was too bad for the other Darlehnskassen. A considerable 
number of bad debts seem to have been made, mainly because there 
was a general failure to distinguish between credit demanded by 
those who could not meet their obligations and credit for productive 
purposes. In fact, there were also special institutions founded 
for the latter purpose, called Kriegskreditbanken, the demand for 
the services of which was found to be unexpectedly small. These 
latter, which were essentially industrial institutions, were some- 
times of a general character, as was the case of those in the 
Hanseatic towns, with a considerable capital, to which the 
municipality often subscribed, and were sometimes confined to 
special trades, or classes of tradesmen, and were similar in many 
respects to the existing co-operative credit institutions. The 
former were supported indirectly by the Reichsbank, which 
offered to discount their bills, first to three and finally to five 
times the amount of their capital. 

The Reichsbank was, in fact, the central reservoir of the whole 
irrigation scheme of credit. It helped, as we have seen, to feed 
the new channels which had been cut; it restored the dried-up 
waters of the great discount banks, it was the source from which 
the Government drew both in the first weeks of the war and when 
the supplies from public loans became exhausted. To render the 
Reichsbank capable of meeting these concentrated demands on its 
resources a series of laws was passed, of which, though some have 
already been mentioned, a summary may well be made here. 

First, then, the notes of that corporation were made incon- 
vertible, and the tax on the issue above the legal free limit 
(550 M.M.) was removed. But no quantitative modification was 
made in the law requiring a cover of 33°3 per cent. of gold (or 
Reichskassenscheine and notes of other banks) behind the notes 
outstanding. This fact is of importance for two reasons. On the 
one hand, the necessity of this cover acted as a check to the amount 
of paper which could be issued. Jf the demand for credit or 
currency increased it could only be met by the Reichsbank adding 
to its store of gold, or by the Government increasing, as it did, 
the quantity of paper legally possessing the same power as gold. 
On the other hand, since the notes could not be exchanged for 
gold the immediate value of the gold backing was mainly psycho- 
logical. In natural correlation with this, and as the logical 


sequence of its past policy, the Government handed over to the 
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hank the store of gold which it had accumulated in the Juliusturm. 
There seems to be some uncertainty in Germany as to what this 
sum actually amounted to. The figure generally given is 
205 M.M., that is, the original 120 M.M.+85 M.M. collected since 
1913, and this figure is in accordance with the statement made in 
the report of the Reichsbank at the close of the year 1914.) 

The second important law affected the Reichskassenscheine, 
which were made inconvertible and legal tender. Silver was given 
a similar currency power, and finally the Darlehnskassenscheine 
were, as we have seen, added to the existing paper money. They 
were not legally enforceable as quittance for a debt, but they were 
exchangeable at the Reichsbank for notes, and were placed on 
the same footing as Reichskassenscheine as backing for those 
notes. It was to the advantage, therefore, of the Reichsbank to 
acquire as many as possible of these Scheine as it was then able to 
issue for every Schein held three times as much of its own 
paper. 

By a supplementary law of March 22nd, 1915, the system was 
still further complicated, owing to the permission thereby given 
to the Reichsbank to issue still another 120 M.M. of Reichskassen- 
scheine, which were to be backed, cent. per cent., either by gold 
or Darlehnskassenscheine. The object appears to have been to 
increase the quantity of small notes, as it was expressly stated that 
the Reichsbank might withdraw the outstanding 10 M. Reichs- 
kassenscheine, and issue notes of that value and Scheine of 5 M. 
up to 240 M.M. There resulted, therefore, no actual increase of 
the paper currency. — 

On August 2nd the bank rate was raised to 6 per cent., and the 
lapidescence of the credit of the joint stock banks in part dissolved 
by the Reichsbank discounting their bills with its notes. But 
though the Reichsbank adopted a liberal policy it frustrated the 
attempt that was made to load it with bad debts by making it 
abundantly clear at the outset that it would not assist those to 
whom the other banks had refused credit. 

From the evidence which we have before us it is possible to 
calculate roughly the greatest possible quantity of paper currency 
which the German Government could have forced into circulation 


1 The Imperial Chancellor spoke in his speech to the Reichstag, August 2nd, 
1914, of the emptying of the war chest of its original amount, 120 M.M., and of 
the new store of equivalent value and its payment into the Reichsbank. 
The supplementary budget reckoned the total sum of gold+silver at 300 M.M. 
The Report of the Public Debt Commissioners (March 21st) reckoned the 
gold increase at 75 M.M., and stated that the collection of silver had not been 
begun. Cf. Dr. J. Jastrow, Geld u. Kredit im Kriege, p. 15. 
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in the first year of the war. In so doing it is legitimate to ignore 
the notes of all banks of issue save the Reichsbank.! 


The limit set to Reichskassenscheine, other than bullion 


certificates, was .. 240 M.M. 
The limit set to Darlehns, other than ‘bullion certificates, 

was 3,000 M.M. 
The highest figure. to which ‘gold in the vaults of the 

Reichsbank reached was (July 31st) ‘ee A 2,445°2 M.M. 





5,685°2 M.M. 





If, then, the Darlehnskassen had lent up to their legal limit, 
and the Reichsbank had managed on July 31st, 1915, to collect 
the whole of their outstanding notes and all the Reichskassen- 
scheine, it could have issued its own notes to the amount of 
7,055°6 M.M. In practice, of course, the Reichsbank could never 
have accumulated all the paper of the Government and those 
supplementary credit institutions. But it is not without interest 
to calculate thus the final theoretical limit to the powers with 
which the Reichsbank was endowed. 

The financial system was, in fact, extremely ingenious and 
extremely dangerous in conception, and one which necessitated the 
most judicious application. If we compare the figures which I 
have just given with those of the actual quantity of paper issued, it 
will be seen that, though the amount in circulation was consider- 
able, neither the Reichsbank nor the Darlehnskassen were ever 
during the first year of the war in measurable distance of their 
legal limits, In April, when the loans of the latter institutions 
touched their highest point, the figures were :— 


Darlehen ... .. 1,413°3 M.M 
Darlehnskassenscheine i in 1 the possession ‘of ‘the Re sichsbank We x 
ms as cover for Reichskassenscheine ... me 4s 
5 in active circulation 2 649°3 Sg, 
ve + Reichskassenscheine in 1 the Bank 768°5 ,, 
Bank notes det “ahs Wace “Kea ede de) Beda “Sane Vakere ca) See as 
Crp Ate EAGHEIE® inc. was Seu. “Gan. vane e3m, cam See ese, See, SE 


I give the April figures as being the highest for the Darlehns- 
kassenscheine. By August 31st they had sunk to 1,020°4 M.M., 
of which 101°5 were held as cover for the supplementary Treasury 
notes. But, on the other hand, the Reichsbank notes had increased 
to 5,5643 M.M., 59°7 M.M. short of their maximum for the year 
which was reached in March. 

More important, however, than the absolute quantity of paper 
currency is the excess at any given date over the active circulation 
on the same date in the preceding year. I will for this purpose 


1 The notes of the other Banks of issue were not made inconvertible, but 
convertible into Reichsbank notes, 
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take the May figures, as by that time the advances by the 
Darlehnskassen made to assist purchasers of the war loan, which 
we are told amounted to 778 M.M., were being refunded, and as, 
on the other hand, we are able to avoid the influence of the publica- 
tion of the half-yearly balance sheets on the June, and the 
incipient crisis on the July figures of 1914. 





| MM | MM. 
Note circulation, May 31st, 1915... wif 5,317°9 | — 
“ . 1914.. 2,013°9 | — 
Difference | — | 3304°0 
Reichskassenscheine in Bank, May 3lst, 1914 . “ 60°8 | cee 
Leaving in circulation? . : ~| 44:2 — 
Reichskassenscheine und Darlehnskassenscheine in 
Bank, May 31st, 1915 ; in x = 445°3 | — 
Of which Darlehnskassenscheine represented | 41774 | = 
Leaving Reichskassenscheine in circulation 5 } 21271 | = 
To which add those backed sd Darlehnskassenscheine 42°4 | —- 
Total... SSeS -~ wee) ee AS 254°5 | —_ 
Excessover 1914... .. hab sian Dees _= | 110°3 
Darlehnskassenscheine in free circulation ... ... ... — 674°3 
Gold in Bank, May 31st, 1915... wc. see ee wee | 22,3795 | — 
5 PE” nes) cosa ose’ Vase pecan eames I — 
Difference ‘to credit.. — | 1,066°3 





GOB x c55, “ake gue cxee Adee. Comet ~- 
| leis, 100 ,000) 





1 Taking the presumptive July figure, 205 M.M., being the only one available. 


This figure represents the excess of paper (ignoring other issue 
banks) ; to find the excess of currency we must add 205 M.M. 
gold from the Government War Reserve and 11°8 M.M. silver, 
thus raising the amount to 3,239°1 M.M., or no less than 
£162,000 ,000. The date which I have taken, more- 
over, was a favourable one—the pure gold reserve against notes + 
deposits, 34°9 per cent., was above the monthly average of the 
year August, 1914—July, 1915, which was 31°6 per cent., as, too, 
were the reserves, 44°7 per cent., against notes alone, and 30 per 
cent. against notes + deposits + Kassenscheine + Darlehnskassen- 
cheine. 

But neither the absolute nor the percentage ratio of the 
reserve forms alone any fair criterion for judging the stability of 
German credit. Jt must be remembered that the notes are incon- 
vertible, and that this accumulation of metal, which is used so 
largely for advertisement purposes, in addition to backing the 
internal credit, is liable to be used by the Government at will for 
export purposes. Moreover, a percentage reserve against paper 
curreney has little meaning unless it be considered in relation with 
the absolute increase of that currency. It is obvious without 
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further proof that as the total quantity of circulating paper 
currency expands beyond the normal, the percentage as well as the 
absolute reserve must also increase in order to maintain any given 
degree of security. This fact is, no doubt, fully realised in 
Germany, and helps to explain the epidemic of enthusiasm with 
which the game of “hunt-the-gold”” was conducted. Perhaps, too, 
it explains the pessimism of the members of the Bundesrat, who 
thought it necessary to pass a law on November 23rd, 1914, 
making the selling of gold at an enhanced (paper) price a criminal 
offence punishable with a year’s imprisonment and a fine of five 
thousand marks. It has been presumed for purposes of calcula- 
tion above that all the coin which has flowed since July, 1914, 
into the vaults of the Reichsbank has been'withdrawn from circu- 
lation in Germany. But though no statistics are available we 
know that that is, in fact, not the case. Belgium was drained of 
gold, and German indebtedness then cancelled by credits against 
which, it is reported, the Société Général de Belgique was 
empowered to issue three times the quantity of notes; and it is 
generally believed that a certain amount of metal has been 
despatched from Austria. These facts are important for two 
weasons. On the one hand, they indicate that the figures of the 
increase of German currency given above are considerably below 
the mark ; on the other, they conduce to the obvious inference that 
the indebtedness which the German Government will ultimately 
have to cover is greater, and the future suction upon the reserve 
of the Reichsbank will be more important than might otherwise 
have been the case. 

It is often claimed by German economists that though the 
banknote has been made inconvertible and the tax-free limit 
removed, the mainspring of the financial mechanism has not been 
tampered with, as the one-third metal backing is still necessary, 
and the restrictions as to the nature of the collateral have not 
been eased. But in point of fact these restrictions have been 
eased. One of the first problems with which the Government 
was faced was that of raising a temporary loan to cover the cost 
of the mobilisation and the conduct of the war during the first 
few months. It solved this problem by a law of August 4th, by 
which Treasury bills could be discounted at the Reichsbank and 
act as a collateral against notes. It is not possible from the 
Reichsbank return to discover to what extent it has financed the 
Government in this way and increased the currency against 
unfunded debt, nor were any figures published in its annual 
report, although those for the discounting of the so-called Zoll- 
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Kriegswechsel, by which in a more indirect way the bank also 
supported the Government, were duly furnished. 

During the year under consideration Germany succeeded in 
raising two loans amounting together to 13,520 M.M. The extent 
to which that capital sum is represented by paper inflation has been 
very roughly calculated above. The extent to which it must be 
discounted is ¢alculable by reckoning the rise in the general level 
of prices over the apposite series of dates. 

Had the war ended within the year, as Germany expected, the 
ingenious and complex financial system might have proved 
successful. But with the prolongation of the war and the national 
dividend sinking as the currency grows its economy becomes 
negative and danger obvious. 


A. LOovrpay 











GERMAN POTATO POLICY. 


From the first months of the war until the present day the 
story of German official activities in connection with the food 
problem (bread corn only excepted) constitutes a record of 
inefficiency and prevarication which it is difficult to reconcile with 
popular notions of Prussian efficiency. The most instructive of 
its failures occurs in connection with potatoes; a foodstuff which 
has ranked second only to corn as a centre for economic discussion. 
The story of the Imperial Government’s attempt to secure a 
reasonable distribution of this commodity is one which throws 
some light on the influence of the agrarian interest in economic 
affairs. Incidentally, too, it serves to illustrate the possibilities of 
maximum price legislation. 

The story begins somewhere back in those far off days, the 
autumn of 1914, when the national faith in maximum prices 
received its first rude shock from the developments of such legis- 
lation in the corn trade. But there are maximum prices and 
maximum prices—and if the Government realised from bitter 
experience that a fixed wholesale trade price had brought about 
‘intolerable’ conditions in the corn market, it also realised that 
such evils might be circumvented by confining the statutory rates 
to the actual producer, leaving the wholesale and retail trader free, 
or subject only to the legislative efforts of military and local authori- 
ties. Growing complaints of scarcity and high prices in the potato 
market were met, therefore, on November 23rd, 1914, by a scale 
of maximum producers’ prices for the whole Empire, supported in 
many cases by the local imposition of wholesale or retail rates. 

The result of this measure might have been easily predicted. 
Supplies were withheld from the market, and the afore-mentioned 
scarcity continued, to the accompaniment of a chorus of protest 
from the Socialists to the effect that supplies were being stored for 
speculative purposes, and from the agrarians to the effect that frost 
and transport difficulties made it impossible for them to market 
goods. Meanwhile a general suspicion was felt that an insufficient 
potato supply was being unduly depleted by hordes of hungry pigs. 
For a time, indeed, these maligned animals earned for themselves 
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‘the name of “potato devourers,” with the result that during 


January and February they were subject to what was subsequently 
described as panic slaughtering on an extensive scale—action for 
which the German consumer is now paying the price. _ 

This, then, brings us to the early part of 1915, and what might 
almost be caJed the February potato famine. Retail prices were 
rising, and in spite of it in many parts of Germany, notably 
Berlin and the industrial west, it was literally impossible to obtain 
potatoes. In many cases, too, the difficulties were intensified by 
heavy-handed local price legislation, and municipalities were forced 
to fall back upon their own accumulated supplies, doling them 
out to the public at moderate rates, which, nevertheless, were 
abnormally high as compared with peace prices. The contem- 
porary Press describes scenes in the various market places, 
involving sometimes merely large patient waiting crowds of would- 
be purchasers, sometimes genuine public disturbances, fainting 
ITausfrauen, and police intervention. Meanwhile public discussion 
raged concerning the causes thereof, some attributing the scarcity 
to the greed of the farmers, some to the existence of the maximum 
rates, some to transport difficulties, and some to the unchecked 
ravages of pigs. There seems, indeed, to have been a genuine 
fear that scarcity rather than speculation was at the root of the 
above-mentioned developments, an attitude which is reflected by 
the rather alarmist statistics of the Vorwdrts of March 16th, 
1915, which quotes Professor Ballod’s estimate of the 1914 potato 
harvest as 42-43 million tons, as compared with the 47 million 
reckoned on by the Berlin Municipal Statistical Office, and the 
average of 52 million for 1912 and 1913. 

In view of public clamour the Imperial Government allowed 
itself to be pushed. On February 17th, 1915, it bowed to the 
agrarian interest in so far as to grant a slight increase of the 
statutory prices, hoping thereby to set free a quantity of potatoes 
hitherto held up by the inadequacy of the rates allowed. This result 
does not, however, appear to have been attained. On March 15th a 
general inventory of existing supplies was carried through, and on 
April 12th a potato distribution order, based on its results, was 
issued by the Bundesrat. This order appears to have been 
framed with an eye to agrarian approbation, since it omits to 
provide for the confiscation so urgently demanded by the Social 
Democrats. It was certainly framed on the assumption that 
urban supplies were insufficient, but that the potato supply in 
general was adequate to meet the needs of the Empire at the 
existing rate of consumption. It may therefore be described as a 


‘ 
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distributive, rather than an economising order. Accordingly it 
divided the Empire into potato-producing and potato-consuming 
areas, and provided that such consuming areas as were unable 
to satisfy their needs in the course of free trade were to notify 
the extent of such needs to an Imperial Department for Potato 
Supplies (created by the order), which would acquire the necessary 
quantities from the producing areas. 

During the two months which followed the publication of this 
order the potato problem underwent a sensational development. 
Scarcity suddenly gave way to veritable glut, paragraphs appeared 
in the daily Press calling upon the public to “eat potatoes,” 
municipal authorities began unloading their supplies, starch and 
potato-flour factories worked at high pressure to transform as many 
potatoes as possible into durable form, the Government’s 
slaughtering policy was reversed in view of abundant potato 
fodder, the Berliner Tageblatt estimated the 1914 harvest as 
55 million tons, as compared with Professor Ballod’s 42-3 million, 
and prices fell with a run. By July Berlin householders were 
complaining to the sanitary authorities of the smell of rotting 
potatoes in the Silesian railway warehouses, while the Vorwdrts 
laid bitter stress on the uneconomic results of unchecked 
speculation and potato famine, followed by glut and whole- 
sale waste. 

The potato comedy culminated in August, 1915, by the appear- 
ance of the Government in a white sheet, both in the Press and in 
the Reichstag, with the following account of itsown activities. The 
inventory of March 15th showed an existing stock of 206 million 
ewt., a supply which the Government regarded as inadequate after 
allowing the necessary deductions for seed and depreciation. The 
new potato department was accordingly called into being by the 
order of April 12th, and immediately obtained the assurance of 
40°6 million cwt. from the producing areas, as compared with a 
notified deficit of 15°4 million cwt. on the part of the consuming 
areas. It accordingly purchased 23°6 million cwt. from the 
former, paying high prices in order to discourage tle producers 
from using up their stocks for foddering purposes. Later, how- 
ever, it transpired that the inventory had grossly underrated 
existing supplies, while the consuming areas had considerably 
overrated their needs; as a result they actually took from the 
central department not 15°4 million, but 3°8 million cewt., leaving 
it saddled with some 20 million ewt., which were finally disposed 
of to potato-flour and spirit factories. The Government had, in 
fact, been fooled by the farmers. Such was the experience which 
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‘the first year of war brought to the bureaucracy as far as potatoes 


are concerned. 

It is when we turn to the second year however, that even 
more surprising developments are presented to us, 1.€., an 
almost identical repetition of the above-described events. Hardly 
was Herr MDelbriick’s confession before the public than new 
complaints of scarcity and rising prices began to make themselves 
felt in the daily Press. In September we meet the old familiar 
references to the difficulties of industrial districts. By the middle 
of October the Frankfurter Zeitung is complaining from Marburg 
that “although this district has had a record potato harvest the 
urban population . .. can obtain no potatoes at reasonable 
prices . . . the farmers refuse to sell at the established maximum 
prices (local), explaining that they would rather use such cheap 
potatoes as fodder or wait until the spring, when the towns will 
have to pay different prices.” 

As regards Government action under these circumstances, in 
view of reiterated demands on the part of trade unions and Social 
Democrats for general confiscation on the lines of the bread-corn 
orders, two insignificant concessions have been granted. On 
October 9th, 1915, an exceedingly complicated order was issued, 
reorganising the old Imperial Department for Potato Supplies as 
an Imperial Potato Department on the lines of the Corn Depart- 
ment, and providing for the reservation of 10 per cent. of the 
new harvest on cultivated potato areas of more than 100 hectares. 
This was followed on October 22nd by the extension of such 
reservation to all areas exceeding 10 hectares, and the estab- 
lishment of confiscatory rights over 20 per cent. of such harvests. 
The most important clauses of this last order, however, were those 
which added to the torrential price legislation of the autumn 
months a new potato maximum price measure, very similar to 
that issued during the autumn of the preceding year. 

Whether this step represents a genuine undimmed official 
faith in maximum prices, or whether it simply constitutes an 
attempt to stave off reproaches of official inactivity without at 
the same time interfering too drastically with the agrarian 
interest, is a matter for discussion. Its results, however, were 
immediate and unmistakable. Economic history is now repeat- 
ing itself. From the towns come increasing complaints of the 
impossibility of procuring potato supplies at the statutory prices. 
From agricultural organisations come urgent appeals to farmers 
to market their potatoes as soon as possible—appeals sometimes 
to patriotic feeling in view of the sufferings of the towns, some- 
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times to self-interest in view of possible confiscation. And as 
far as one can judge from the numerous references in the daily 
Press, neither the force of bureaucratic machinery nor the pressure 
of public opinion is capable of extracting potatoes at statutory 
prices from a farmer who does not wish to sell. Elusive and 
impregnable, he mocks at their combined efforts from the fastness 
of his farmyard, while the Prussian Minister for Agriculture 
espouses his cause in Wilhélmstrasse with all the force of political 


weight and historical tradition. 
Mary Stocks 








THE PRESENT SITUATION OF THE FOREIGN 
EXCHANGES 


THE theory of the foreign exchanges which I have given for 
some years in my lectures starts from the view that the rate of 
exchange is primarily an expression for the value in the money of 
one country put upon the money of another country. 

If we consider two countries, A and B, with independent paper 
currencies, the money of A can have value in B only on the ground 
that it represents buying power, or more generally paying power, 
in A. The price in B of the money of A will, therefore, be 
broadly proportional to the buying power of the money of A and 
will consequently stay in inverse proportion to the general level 
of prices in A. Further, the price in B will, of course, tend to 
be proportional to the general level of prices in B. Thus the 
rate of exchange between the two countries will be determined 
by the quotient between the general levels of prices in the two 
countries. 

Now, according to the quantitative theory of money the 
general level of prices varies, other things being equal, in direct 
proportion to the quantity of the circulating medium in a country. 
If this be true, the rate of exchange between the two countries 
must vary as the quotient between the quantities of their respec- 
tive circulating media. 

The present war has afforded an opportunity to prove this 
result on a very large scale. If the actual rates of exchange 
show a general coincidence with the rates calculated on the prin- 
ciples here given, and if the divergencies can be satisfactorily 
explained in other ways, this may be regarded as a good proof 
of the above theory of exchange, as well as of the quantitative 
theory of money. At least, it must be said that never before has 
such an opportunity presented itself of verifying these theories, 
which both are of the nature that they can be definitely demon- 
strated only by actual experience. 

On the above principles I have made, during recent months, 
calculations of the rates of exchanges between Sweden and some 
of the most important belligerent countries. On the whole, the 
results have confirmed the theory with an unexpected accuracy. 
The reader will certainly, without further explanations, appreciate 
the importance of this result as well for economic theory as for 
the practical judgment of the much contested significance of the 
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present variations in the rates of exchange. Here I must confine 
myself to some preliminary results. 

The greatest difficulty has been to ascertain with sufficient 
exactness the rate of inflation of the different monetary standards. 
The quantity of the circulating medium is generally not very 
exactly known, and some facts relating to the increase of the 
circulation are not officially known. Nevertheless, it has been 
possible to prove that the advance of the general level of prices 
in the United Kingdom, such as it shows itself in the index 
numbers of Mr. Sauerbeck (continued by the Statist), is, broadly 
speaking, proportional to the increase of the circulating medium 
of the country, and thus that the enhancement of prices is essen- 
tially to be regarded as an expression of the inflation of the 
money. 

Even in Sweden a substantial inflation has taken place. This 
inflation is proportional to the increase of the notes of the central 
bank, which, beside token money, form the only actual circulation 
of the country. The average note circulation for the year 1913 
was 209°9 million crowns. In order to find a normal circulation 
for 1915, I have added to this figure 1°5 per cent., which corre- 
sponds to the normal increase of the population. Thus I find 
the normal mean circulation for 1915 to be 213°1. Starting from 
this mean, I have calculated the normal circulation for each month 
according to the mean monthly variations of the circulation during 
the four years 1910-1913. With this monthly normal circulation 
I compare the actual mean circulation for every month of 1915, 
and thus calculate the monthly mean inflation for that year. 

Now, according to the theory, the rate of exchange between 
Sweden and England should be determined by the quotient of 
the inflations of both countries. As measure of the English 
inflation I have taken Sauerbeck’s monthly index number (from 
the Statist), divided by 82, which may be regarded as the normal 
level before the war. The results are given in the following 
table, and further illustrated by the diagram. 


Theoretical Actual 

Swedish English rate of average 

inflation. inflation. exchange. rate. 

February ... ... ... 34:4 123-0 19-81 19-41 
Mare ..;. «soc ice EGR 126-3 18-61 19-43 
Apr 44. sie cue en ~ERS 129-0 18-47 18-72 
A ices srs aes ose) eS 130-8 18-32 18-42 
GUD 5. eee) ses nce “ERO 129-9 18-02 18-13 
July Se eee 129-9 18-32 18-34 
BUGUat...- 0. eco sex FOG 130-4 18-17 18-25 
September ... ... ... 129°0 131-4 17-87 18-11 
OOGONER.., ese ccs ee, «ee 134-1 18-02 17-88 
November... ... ... 133°7 138-0 17-57 17-22 


December... ... ... 136-0 144°5 17°12 16-97 
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For January, 1916, the Swedish inflation is 140°9, the 
English 152; the theoretical rate 16°87 and the mean actual 
rate 17°27. 

The general coincidence of the theoretical and actual rates 
may be taken as a proof of the assumption that the material 
progress of Sweden from 1913 to 1915 has been limited to 1°5 
per cent. (which is, of course, much less than normal). This 
assumption is equivalent to the 
choice of scale for the figures 
representing the Swedish inflation, 
and thus for the curve of the 
theoretical rate of exchange, but 
has no influence on the form 
of this curve. The unmistakable 
conformity of the curves for the 
theoretical and actual rates may 

be regarded as a remarkably good 
2 proof of the theory here set forth. 
Theoretical and actual - - - - - For France, Germany, and 
sterling exchange in Stockholm. : . ’ 
Monthly averages, Feb.—Dec., 1915. Russia IJ have tried to calculate 

the increase of the circulating 

medium and thus the inflation. The results, though not yet quite 
ready, show for all these countries a progressive inflation, which 
runs, on the whole, parallel with the fall of the rates of exchange. 
E£.g., the inflations and the theoretical and actual exchanges in 
Stockholm were, on December 28rd, 1915, as follows :— 


20 





19 
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Theoretical Actual 


Inflation. rate. rate. Par. 
MVaNCe. 2.5 Ase ces ess TOT 63-00 61-75 72-00 
Germany sas) aw) eee Rie 68-40 69-00 88-89 
AURA sk. vas- Ses nae =O 115 113 192-00 


The divergencies between the theoretical and actual rates are 
very small, and all lie within the limits of the errors unavoidable 
in such a calculation as this and the occasional fluctuations of 
the rates of exchange. On the whole, the theoretical rate even 
seems to be a more genuine expression for the real situation of 
the different standards than the actual rate, which for short periods 
is often influenced by speculation and other incidental circum- 
stances. 

The conclusion is that the exchanges are at present governed 
essentially by the degree of inflation of the different monetary 
systems. All other factors, which used to be put in the foreground 
by the practical banking world or in political discussion, such as, 
e.g., the balance of trade and the confidence of the world in the 
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future of this or that country, have only a quite secondary and 
temporary importance. 

As a substantial inflation is to be found even in countries with 
plenty of gold, we must conclude that a fall in the value of gold 
has taken place. This fall, which is perhaps more instantaneous 
and serious than any earlier movement of the value of gold, 
seems to be somewhat different in different countries—owing to 
the extraordinary’ hindrances in transport—but is probably 
characterised fairly well by the Swedish inflation for January 
this year, for which the figure 141 was given above. It seems 
probable that the value of gold will continue to fall so long as 
the war goes on. After the war this value may reasonably be 
expected to rise again, at least, to its present level. Under 
these conditions we in Sweden have (on February 8th) taken the 
unprecedented, but, so far as can be judged, rational, step of 
excluding gold from the old free admission to our circulation. 
We hope in this way to be spared from a further violent advance 
of the general level of prices and a following equally injurious 
fall. The immediate effect has been a fall in the value of foreign 
money, but the rates of exchanges now probably give a truer 
expression than before for the real relative values of the different 
money standards. The actual rates in January seem to have 
stood at an abnormal height owing to big gold imports into 


Sweden. 
GuSsTAV CASSEL 


[Note by Editor.—The effect of Professor Cassel’s interesting calculations, 
assuming the sufficiency of the data on which they are based, seems to me to be 
that, even with the hindrances to free movement of goods which prevail in 
war time, real price levels in different countries tend to equality. That is to say, 
the index numbers of local prices corrected by the world-value of the Iccal 
money, as measured by the exchanges, tend to equality.—J. M. K.] 
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REVIEWS 


On the Relations of Political Economy to War. The Cost of War, 
and ways of reducing it suggested by Economic Theory. 
Two lectures by F. Y. Epceworru, M.A., Fellow of All 
Souls’, Professor of Political Economy in the University of 
Oxford. (Oxford University Press. 1915. Pp. 36 and 48. 
Price 1s. net each.) 


THE pig-philosophy scorned by Carlyle does not find great 
favour in these high-hearted days; yet here is Professor 
Edgeworth nothing daunted, with all the modesty of true learn- 
ing and all the polyglot graces of his unique style, gently thrusting 
as it were before the noses of statesmen and diplomatists the 
principle of the maximisation of aggregate utility as a possible 
solvent of their differences, in case the attempt to practise the 
old Aristotelian @s av 06 ¢povmpos opicee leaves them still 
unreconciled and sharpening their claws. 

Political economy, so runs the argument, can help to furnish 
the sinews of war; economic motives are among the final causes 
of war; and economic analysis, especially so far as it is concerned 
with industrial disputes, can throw some analogical light on the 
problems which call or seem to call for solution by war. There 
is a wealth of common sense, lit up by flashes of irony, in the 
exposition. It serves no good end, in the field of international 
any more than of industrial disputes, to minimise real divergences 
of interest, to overlook the warp of competition with which the 
weft of co-operation is shot. Some of the extravagances of the 
modern school of economic pacificists come in for fair but trenchant 
criticism, as well as the more patent and monstrous exploits of 
those at the opposite extreme. Yet even so, the Professor urges, 
there is often—oftener, perhaps, than the war experts suppose— 
a possible range of arbitration; and the ideal point within that 
range is that which maximises the welfare of the contending 
parties. Violent changes are thus discountenanced; yet to the 
charge (common to Teuton and Trade Unionist) rps rav éyévrov, 
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PoiBe, tov vowov tiOns, we will not plead guilty ; for progress and 
efficiency have a utilitarian claim against the status quo. 

And yet—and yet, are we really so much further on? Clearly 
not, unless our “table of pleasures and pains” is extended to 
include those impalpable goods and evils of honour and disgrace, 
of the sense of liberty and servitude, of power and insignificance, 
which figure so largely in the calculus of war. This Professor 
Edgeworth is ready, nay eager, to do. And beyond doubt, as 
Professor Wicksteed reminded us in a memorable article in this 
Journal some years ago, our whole life is of necessity a com- 
mensurating of the strictly incommensurable—a pushing up to 
heterogeneous margins. Emotion and energy, as well as time and 
cash, are limited, and we balance sport and religion, friendship 
and foreign travel, almost as cold-bloodedly as Dr. Marshall’s 
agitated housewife with her hanks of yarn. Perhaps we may go 
further and suggest that as modern physics hints that elements 
long believed to be distinct are really the same Ay in different 
states of atomic tension, so those apparently qualitative differences 
in pleasures which Mill felt constrained to recognise at the end 
of his life may turn out to be quantitative after all. Yet where, 
if anywhere, is the limit? Plato suggested that the purest of 
pleasures was to be found in the contemplation of geometrical 
diagrams; and if the notorious Professor Jaffé thinks that all 
good Germans should find it in the contemplation of their own 
collective Leistungsfahigkeit, on whose authority (save that of 
our old deus ex machina, the Ppdovipos) are we to declare him 
outside the utilitarian pale? With values so elusive and minds 
so differently built, what hope have we of hitting that ideal point 
upon the contract-locus? And if, sloughing his economic pec- 
cadilloes, the “pacificist” (Professor Edgeworth notes that the 
word is not in the Oxford Dictionary—one wishes he had stepped 
into the breach) should boldly declare that the one outstanding fact 
is the failure of negotiators to arrive at even an approximately just 
inequation of the real cost of war (that item in Professor Edge- 
worth’s calculus from an estimate of which he himself shrinks in 
reverent silence) with most at least of the objects of their bargain- 
ings, what answer can be made him, except, once more, to impugn 
his dpovyacs ? 

To return, with the Professor’s second lecture, to more solid 
ground : a brief summary of his main conclusions must suffice. 
The alleged superiority of an internal over a foreign loan for 
meeting the cost of war is declared, after Macaulay, to be 
genuine ; the alleged superiority of taxation over tle former is 
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; held to depend largely upon the incidence on different classes 
of the subsequent taxation for payment of interest, and upon the 
comparative effect of the two methods upon accumulation of 
capital. More thorough economic (not merely financial) prepara- 
tion for war is advocated, with a warning that the public existence 
of such mechanism may of itself stir Camarina, and that the 
problem is ancillary to that of reducing the cost of war by reducing 
war itself. 

What on the balance is our hope? Professor Edgeworth does 
not commit himself. In a few pregnant pages he reminds us of 
that shadow which, lifted from the nineteenth century by its 
riotous exploitation of virgin soils and capital stores of fuel, seems 
to some of us to loom nearer again to-day—that shadow of the 
limitless hosts of the unborn who, in Samuel Butler’s fantasy, 
flutter pesteringly about the heads of their reluctant progenitors. 
Will the transmutation of elements save us by enabling us at last 
to live on our income of power? And what prospect of that yet 
more fruitful transmutation and canalisation of the human virtues 
of pugnacity and patriotism and chivalry, so that, relieved from the 
necessity of mutual clash and thrusting ever outward toward non- 
competitive margins, they maximise the sum of human emotion 
and endeavour? 


Nor can this remote matter suddenly 
Progress so from extreme unto extreme 

As to grow gold and leap o’er all the means : 
Nature doth first beget the imperfect, then 
Proceeds she to the perfect. 


So Ben Jonson’s Alchemist, with his tongue in his cheek ; so 


we, in all sincerity of hope. With the twin sciences of physical and 
social alchemy lies, perhaps, the future of the race. 


D. H. PosBEertson 


Kapital und Kapitalzins. Erste Abteilung. Geschichte und 
Kritik der Kapitalzinstheorien. I1ItteAuflage. (Innsbruck : 
Wagner, 1914.) Eugen von Béhm Bawerk, Professor an 
der Universitit, Wien, Kaiser-K6niglicher Minister (ausser 
Diensten). 

THE author quitted the service of political economy only with 
his life, on August 28th, 1914.1. There is every sign that this 
book passed from his hands as complete as he could make it. The 
preface is dated Vienna, June, 1914. The latest reference seems 


* Journal, Dec., 1914, pp. 648 seg. 


‘ 
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to be to Mr. Hoag’s Theory of Interest, New York, 1914 (Hist. 
633 n.). English-speaking economists receive an ample share of 
attention, and small wonder, for they early recognised the merits of 
the author. Béhm Bawerk was as closely in touch with us during 
the last three decades as J. B. Say with the England of a hundred 
years ago. It is hard to fancy the arrest, except by the “fell 
sergeant, death,” of the friendly interchange of paper-polemics. 
It is hard to conceive the continuance of our author’s writing under 
conditions compelling him to place Alfred Marshall among his 
foes and J. B. Clark among none-too-benevolent neutrals. He has 
been happy in the timeliness of his departure, and our discussion 
of him and his books can proceed with no cloud between us, real or 
imaginary. 

It would have been regrettable if the History had missed the 
final revision accorded so liberally to the Theory.1 His own 
theory (and “positive” means only this, in contrast with 
“criticism” of other theories*) was broad-based on principles 
and admitted of entirely impersonal exposition and illustration. 
But in order of statement it came on the heels of a history of 
other views, obsolete or received, and was thus reared in an 
atmosphere of criticism, which all theorists must breathe if they 
would not live in a fool’s paradise. The original preface to the 
History (1884) says plainly that the criticism meant more to the 
author than the history. The reader has thus fair warning. But 
the history is quite faithful, and it is not too long till it becomes 
contemporary. 

In proportion as any history draws nearer to the historian’s 
own time, its course is troubled by the difficulty of distinguishing 
between important and unimportant, main and negligible. In his 
last preface, Bohm Bawerk enlarges on his earnest endeavour 
after a judicious curtailment and omission, which, sooth to say, 
he never quite compassed. The historian, he rightly tells us, 
ought.not to be strangled by the analyst. The present book is 
still meant to be that sort of history which he tried to write in 
1884. He must deviate into an exception or two, “so long as he 
and his book are really alive,” but he plans a broad, comprehensive 
history, not a chronicle losing itself in details. 

He was less likely to deviate in 1884, when he had few critics 
of his own; and in later life there would have been little need 
for this self-criticism (for so it is) if he had been content to put 
all his comments on contemporaries into the Excursus appended 

* Journal, June, 1913, 241 seg. Compare March, 1901, 64 seg., where the 


second edition of the History (1900) is reviewed at some length. 
? See History, second ed., 614 n.; third ed., 622 n. 
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to the last edition of the Theory,’ dropping the Appendix of the 
two later editions of the History as an excrescence there. 

A book (or even a review) has natural or artistic limits; but 
there are no assignable limits in nature or art to the length of a 
dissertation. Many of the additions to this third issue of the 
History are hardly complete without the corresponding sections 
in the companion volumes of the Theory. This is expressly 
admitted in such a case as Dr. Cassel’s (Hist. 3rd ed., 687 note), 
and cross-references in other cases are frequent. One of the 
longest new passages is a notice of Professor Oswalt’s “ Addresses” 
(1905) and “Contributions” (1910).2 There was not much 
novelty in the pieces criticised, but some one had described 
Professor Oswalt as B6hm Bawerk’s interpreter, and our author 
is decoyed into prolixity by the desire of clearing his character.’ 
Oswalt began by agreeing with Béhm Bawerk that there is no 
separate “use” of capital as distinct from the capital itself, which 
is (to B6hm himself) the sum total of its uses. The uses do not 
exist by themselves side by side with the capital itself. Yet 
Oswalt thinks there may after all be a ‘something else,” describ- 
able for convenience as such a separate use or using, or else (if we 
like), as a surplus value of present over future goods, though not as 
a “cause” of interest (638). Both writers assume a stock of goods 
or capital permitting the introduction of the “long way ” of produc- 
tion. But Oswalt says this stock can either (a) be so used as to be 
used up, or (b) be so used that the goods or capital shall be replaced. 
In this second case (b), says Oswalt, we are dealing not with con- 
sumption, but with utilisation (Benutzen) of capital (639). He 
thus turns a verbal illustration into the assertion of an actual 
separate entity or element alongside of land and labour (641). To 
Bohm the two latter alone are the “elementary means of pro- 
duction,” capital being derived from both (641). Oswalt’s new 
element now comes forward as that which is to be rewarded in 
Interest, and as a third factor in Cost (642). Béhm’s theory, he 
considers, is equivalent to the view that interest is the price of 
the using of capital (643), the value of the capital’s using being 
due to its usefulness on the one hand and its relative scarcity on 
the other. These are facts which he accuses Bohm of failing to 
observe (643, 644). Bohm answers that it is true the interest 


' Journal, Dec., 1910, 594; Tune, 1913, 241. 

* History, third ed., pp. 637-656. 

% Loc. cit., 647, note. 

“ “Uses” or “‘usings” (Nutzungen) is a convenient term employed by Bohm 
as early as 1876 in an unpublished paper. History, second ed., 274, note, third 
ed., 276,¢ note. 
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depends on something valuable and something scarce, but these 
are nothing mystical, they are the goods themselves ; interest is a 
partial equivalent for the present goods themselves, not a separate 
equivalent for a separate element in production (645). Otherwise 
the two economists seem to be in fair agreement. Béhm seems 
to be right in regarding his own arrangement and choice of terms 
as the better of the two (648), though he reserves a full account 
of his own for the book on Theory, while giving Oswalt’s in the 
History. 

The points are sufficiently obvious, and a laboured refutation 
was surely unnecessary. This is a characteristic instance of the 
way in which our author makes his book too long by an over- 
conscientious desire to leave no wrong statement unrefuted. There 
is no lack of more welcome additions. Bentham’s contributions 
are now treated as considerable (e.g., 56, 409, 410, and notes, also 
316, 569). More is said now of Aquinas, Petty, and Vaughan. 
New writers, like Natoli, Lifschitz, Landry, Margolin, Tugan 
Baranovsky, have their meed of criticism. Bastiat’s influence, 
greater in 1884 than in 1914, is now dismissed with a note of 
exclamation (350 and note). The extended discussion of Marx, 
especially of the posthumous volume that so disappointed the world 
in 1894, remains substantially as it was in 1900. Marx seems to 
have passed from current discussion into history, though it may be 
some years before he shares the fate of the brilliant Frenchman. 
As to our author himself, if his posthumous volume will not greatly 
increase his reputation, it will at least in no way detract from it 
or weaken the logical edifice fortified with such patience, learning, 


and clearness of vision. 
JAMES BONAR 


Nos Finances pendant la Guerre. By G. LACHAPELLE. (Paris: 
Armand Colin. 1915. Pp. vi+306. 3 frs. 50.) 


M. LACHAPELLE’S great merit is his honesty. He makes no 
attempt to belittle the critical state of French finance on the 
outbreak cf the war. He criticises with lucidity and vigour both the 
recent finance ministers and those political obstructionists whose 
pertinacity rendered the administration of finances almost impos- 
sible, causing a delay of twelve months in the passing of the 
budget of 1911 and of fifteen in that of 1913. But he is clearer 
in his political criticisms than in his economic exposition. He 
seems to have been uncertain how much knowledge of the finan- 
cial system in France he might safely postulate, has decided to 
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postulate none, and in his endeavour to supply his reader with the 
requisite elementary information has spent so much time on his 
explanation of the organisation of the Bourse, the settlement days, 
the position of the Bank of France on the money market, that he 
has failed to make clear the temporary expedients for the financial 
mobilisation. 

The book is divided into two parts, the first dealing with the 
finance before, the second with the finance during the war. But 
the division is not strictly maintained, and most of the second 
part is, in fact, devoted to the explanations just mentioned ; and 
although particular chapters are given up to the effects of the 
crisis on particular bodies, in no single chapter will be found 
mention of all the measures affecting the body under considera- 
tion. For instance, nothing is said in the chapter on the Bourse 
and the July settlement of the fact that holders of the July loan 
might convert their stock into the new 5 per cent. war loan, and 
the uninitiated reader might well imagine from what is said in 
the chapter on the Bank of France that the 2,900 M. frs. advanced 
by that body to the Government was to bear no interest at all. 
The value of the book would, in fact, be greatly enhanced were 
an appendix added giving a summary of the measures adopted 
by the Government. At present the clearest portions of the whole 
work are the quotations from the speeches of M. Ribot. These 
are, indeed, models of lucid exposition. 

The author very rightly lays special emphasis on the difficulties 
with which the Government was faced at the outbreak of the war. 
The budget of 1914 was only passed on July 15th; the peace loan 
of 805 M. frs. was only issued on July 7th. The bulk of the 
subscriptions were not made by investors. The Bourse was hope- 
lessly committed. It is round the problem of the July settlement 
that M. Lachapelle develops his thesis. When the crisis came 
the speculators in the loan were unable either to place their stock 
or to take it up. The Government was unable to raise a new loan, 
and was forced to have recourse to the Bank. But apart from the 
position of the Bourse, M. Lachapelle thinks that at first no other 
way of borrowing was practicable, as the Government was too 
much preoccupied with military events. He gives the impression, 
indeed, that all the measures adopted at the outset were hap- 
hazard and forced on the luckless Government by the interested 
parties. The only steps taken before the war in preparation were 
the secret agreement between the Bank and the Government, 
signed on November 11th, 1911, by which the former pledged 
itself to provide 2,900 M. frs. at 1 per cent. interest should a 
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general mobilisation be declared before the Bank’s charter was 
renewed (which amount was increased to 6 milliard on September 
21st, 1914), and the printing by the Bank of a million and a half 
20-fr. and 5-fr. notes. The Bank alone was prepared. It supplied 
the Government; it lent to the Bourse; it discounted for the 
other banks. 

On the question of the.forced issue of paper M. Lachapelle 
makes a curious comment :—Pour empécher cette circulation de 
dépasser certaines limites, il fallait done trouver le moyen de 
faire rentrer 4 la Banque les billets qui en étaient sortis pour les 
besoins de |’Etat. . . . Le ministre des Finances offrait une 
prime de 5 per cent., payable d’avance, 4 tous ceux qui 
verseraient leurs billets de banque dans les caisses du Trésor 
et, en échange, ceux-ci recevraient un bon de la défense 
nationale. . . .” The premium of 5 per cent. might, it is true, 
prevent the depreciation of the note, which thus acquired a 
peculiar value for a special purpose. But had the Government 
adopted any other method of borrowing from the public the effect 
would have been the same. An over-issue was avoided because 
the Government checked its demands upon the Bank. 

Brief accounts are given of the measures taken in England and 
Germany in August, 1914, which would have been more useful for 
purposes of comparison had they not been introduced in the middle 
of the narrative. In writing of the latter country he says, how- 
ever :—‘‘Iia Banque peut, en outre assimiler 4 la couverture de 
son encaisse métallique les bons du Trésor, les lettres de change 
mises en circulation par I’Etat, les obligations de l’Empire & trois 
mois d’échéance et, enfin, les billets spéciaux des caisses de préts 
sur gage, les Darlehnskassenscheine. De la sorte, les émissions de 
billets de la Reichsbank peuvent étre sans doute indéfinies, mais 
elles ne sont pas garanties que par le crédit de l’Ktat.” This, of 
course, was not so. The bank discounted Government paper 
without the usually requisite signatures; but that paper is not 
included in the metal reserves, nor is it true that there is no limit 


to the issuable paper. 
A. LOVEDAY 


Die deutsche Volkserndéhrung und der englische Aushungerungs- 
plan. Herausgegeben von PavuL ELtTzpacHer. (Braun- 
schweig: Vieweg und Sohn. 1914. Pp. vii+196. Price 
1 mark.) 

THIS important and carefully written book on the German 
food question, in the preparation of which Dr. Eltzbacher has 








74 THE ECONOMIC JOURNAL [MARCH 


succeeded in obtaining the assistance of a number of experts on 
the various problems entailed, has, since its publication in 
December, 1914, been the pivot round which the ever-increasing 
quantity of literature on the subject has revolved. 

An estimate is first made in terms of nutrient values of the 
hypothetical quantity of food requisite for the maintenance of the 
German population. This is followed by a second estimate of the 
actual amount consumed in the years 1912-13, the home produce 
and foreign imports being placed in separate columns ; and, finally, 
by deducting the total arrived at by the first calculation from the 
two sets of figures obtained from the second both the surplus of 
unnecessary consumption and the future deficit of necessary 
supplies are obtained. 

The conclusions drawn are that in the years 1912-13 the 
amounts actually consumed in nutrient values were 88,649 
milliard calories, of which 17,412 milliards were imported, and 
2,261,900 tons of albuminoid, of which 625,600 tons were im- 
ported, whereas the quantities scientifically requisite for the 
maintenance of the population with equal distribution would have 
been 55°64 billion calories and 1°574 million tons of albuminoid. 
By taking into consideration the probable increase in population 
and decrease of harvest returns for the year 1914 the following 
food balance sheet is obtained :— 


Cal. billions. Alb. mill. ton. 
Requisite quantities mere 56-75 ia see 1-605 
Consumption 1912-13 eee 90-42 oe Sas 2-307 
Produceable in i 
without change in 67-68 see ose 1-554 
methods 


This table shows, on the one hand, that the consumption of 
albuminoid and calories would have to be reduced by 33 per cent. 
and 25 per cent. respectively; on the other, that the available 
stock of calories would exceed the amount required by 19 per 
cent., while there would be a 3 per cent. deficit in albuminoid. 
The reasoning leading to these conclusions is interesting. It 
must, indeed, be remembered that the authors have deliberately 
set themselves to prove a case, and although the work has been 
scientifically and carefully carried out, a certain amount of con- 
scious or unconscious bias was almost inevitable. But some of the 
premises on which the deductions are based seem to overstep the 
bounds of such prejudice as might legitimately have been expected. 
The most striking example of this tendency to exaggerate where 
exaggeration assists their case is the adoption of the harvest 
returns of the years 1912-13 as a basis for calculation. According 
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to the figures of the International Commission at Rome, the 
average of these two years was for wheat 54 per cent., for rye 
12 per cent., for sugar 16 per cent. above that for the five years 
1908-13. It was, therefore, scarcely justifiable to presume that 
the returns of 1914, with a decreased supply of labour and horses 
and considerable difficulties of transport, would amount to 95 per 
cent. of the average of 1912-13. It is, moreover, interesting to 
find the name of Professor Ballod amongst the contributors, and 
the figures in this book may well be compared with those given 
by him in his article in the July number of the Preussische 
Jahrbiicher, 1914. ‘Kein Mensch,” he says there, “kann sagen, 
ob die deutsche Ernteschatzungen nicht um 10, ja 15 oder sogar 
20 Proz. zu hoch sind”; and the probability of over-estimation 
he proceeds to prove by a review of the interstate export and 
import figures. Unconvincing, too, is the argument that the total 
‘Schlachtgewicht’ of the animals passing through the public 
slaughterhouses may be reckoned as food “da in dem ‘ Schlacht- 
gewicht’ die genusstauglichen Eingeweide teilweise fehlen,” or 
that although the methods of reckoning the ‘ Schlachtgewicht’ 
may be open to criticism, as is clearly shown by Professor Ballod 
in his “‘Grundriss der Statistik” and not denied here, the resulting 
over-estimate is likewise balanced by such fat suitable for 
human consumption as is not included in the weights men- 
tioned. In neither case are any figures given to support these 
presumptions. 

On the other hand, the estimates of the quantities of albuminoid 
and calories requisite for human welfare are considerably below 
those commonly accepted in Germany. The figures given by 
Voit for the latter vary from 3,050 to 3,575, by Rubner from 2,445 
to 3,362 to 6,100, the last being an exceptional figure, whereas 
3,000 is taken as the daily average for a grown man. For the 
latter Voit gives 106 g., which is reduced on somewhat unconvinc- 
ing evidence to 80g. for a man and 68 for a woman. 

The second half of the book is occupied with recommendations 
for the achievement of the necessary economies. By these, which 
include a reduction in the number of beasts and pigs, the use of 
beet with 20 per cent. of sugar left in as fodder, the cultivation 
of moorlands, the use of browner bread, potato drying, &c., it is 
estimated that a saving of 13,390°8 milliards calories and 479,800 
tons of albuminoid might be made. Many of the suggestions 
have been carried into execution; but neither the extensive 
cultivation of moorland nor the maintenance of any given acreage 
of beet cultivation, merely on the grounds of the food value of 
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. sugar, without its price being kept up relatively to other agricul- 
tural products, appears to be a practicable proposal. 

The final nutrient values balance sheet, although suggestive 
and of considerable theoretical and practical interest, cannot, of 
course, pretend to give even a rough notion of the actual deficit 
to be expected. It is based on the assumption that all the reforms 
suggested should be, and could be, carried into execution in a 
single moment of time. Over two hundred thousand tons of 
albuminoid, for instance, are to be saved by the sacrifice of 10 per 
cent. of the stock of cows and 34 million pigs. But such a 
reduction of live-stock must take time, and until it is achieved 
not only would it be impossible to bring about the desired gain, 
but the maintenance of the average production of preceding years 
with an over-supply of cattle and an under-supply of fodder would 
be difficult. The figures, in fact, are based on an impossible 
hypothesis. But if the book be looked upon as a starting-point 
from which further inquiry and more precise statistical calcula- 
tions may be made, and not as a compendium of carefully revised 
ultimate conclusions, its value cannot be denied. 

A LOvVEDAY 


Credit, Industry, and the War. Edited by Pror. A. W. 
IKXIRKALDY, with a Preface by Pror. W. R. Scott. (London : 
Sir Isaac Pitman & Sons, Ltd. Pp. vii+268. Price 2s. 6d. 
net.) 


THIS is one of the books that will be very interesting some day. 
When the war is over and we have solved all the problems that 
now make it so difficult to take any interest in anything else, 
we shall spend some pleasant evenings in turning over its pages 
and reading what was said at a meeting of the British Association 
in 1915 about the financial and industrial questions that had at 
that time been propounded by the god of war. Forsan et hec 
olim meminisse juvabit. At present, without any disrespect for 
the distinguished authorities who composed it, one has to admit 
that the book came too late to be quite fresh and too early to be 
quite final ; also, that it is inevitable that a work which is a series 
of utterances by different writers on different subjects has a 
somewhat jerky and uncomfortable effect: on the mind of the 
reader. As an example, I may quote the following string of very 
interesting observations on the subject of war taxation :— 


‘Professor Dicksee and Mr. F. W. Hirst believe that the nation is 
better able to bear heavy taxation during a war than during the years 
immediately following the conclusion of peace, although the Professor 
assumes that the taxation is ‘intelligently applied, so as to hit those who 
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are benefiting financially from the war.’ Professor Boyd Dawkins also 
writes in support of immediate taxation, and urges that special imposts 
should be levied upon war profits. Sir Edward Brabrook is inclined to 
recommend further taxation, but regards the question as one of the greatest 
difficulty: ‘The test of the propriety of taxation is the ability of the 
community to bear it, i.e., to bear it without sacrificing all that makes life 
endurable.’ 

‘Professor Dicksee agrees with other correspondents in holding that 
‘ public economy in time of peace is the best possible way of providing a 
financial reserve against time of war.’ He continues: ‘ At the risk of 
embarking upon political rather than economic issues, I should like to put 
forward the view that we are now being called upon to pay for the experi- 
ments of politicians in social reform during the past ten years. The need 
for both public and private economy is fairly obvious; but public economy 
has been rendered difficult by the enormous increase in the number of 
officials employed by Government Departments and local authorities, while 
private economy is rendered difficult by the heavy taxation—even on a 
peace footing—of the well-to-do classes, and by the general trend of 
legislation which seems to have been specially designed to discourage 
thrift.’ ... 

‘Professor Bastable, who has composed his memorandum after reading 
those written by the other contributors, thinks that the proportion of the 
tax contribution to the wars of 1793-1815 has been over-estimated. 
‘ Instead,’ he writes, ‘ of one-half of the cost having been met by taxation, 
the fact seems to be that little more than one-fourth of the war expenditure 
was so provided. ... The financial management of the Crimean War 
(which was more in the hands of Cornewall Lewis than in those of Glad- 
stone) was more ‘satisfactory. More than half of the cost was met out of 
tax revenue (£38,000,000 out of the total of £70,000 000), which showed a 
marked contrast with the French policy in the same war. 

“*Tf £2,000,000,000 be taken as an under-estimate of the national 
income, and if we take the view of those financial writers who hold that 
under emergency pressure 25 per cent. of this income could be secured for 
the State, it follows that for a limited period of strain £500,000,000 would 
be the available tax revenue. Bearing in mind the possibility of very large 
economies on the normal peace outlay, it seems as if vigorous financial 
administration, sparing no special interests or classes, would supply over 
£300,000,000 for each year of a limited war period. The tax revenue, just 
indicated as possible, has evidently to be supplemented by the use of loans. 
It is, or ought to be, recognised that there are large funds which cannot 
be brought in by the pressure of the tax-collector, but which will flow into 
the Exchequer if the inducement of adequate interest is afforded. We 
may, perhaps, assume that by this means an amount equal to that gained 
from taxation is obtainable, year by year, for a war period of several years. 
The compulsory contribution of the taxpayer is balanced by the voluntary 
payments of the saving class. 

““*The general result of the foregoing estimate shows an annual fund 
of over £700,000,000 available for the cost of war. Taking the total of this 
cost as approximating towards £1,000,000,000, there remains a sum of over 
£250,000,000 to be supplied, and here the use of an external loan is mani- 
festly prescribed.” 


It sounds like a very long while ago when we find the total cost 
of the war spoken of as “approximating towards £1,000,000,000 
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a year”; and I suspect that Professor Bastable has already recon- 
‘sidered his conviction that ‘“‘productiveness is the one great 
criterion of war taxes.” It is now evident, I venture to think, 
that, owing to the paradoxical results of our war finance, which 
has produced an orgy of whole-hearted extravagance in most 
classes of the community, it is in these days quite as much the 
business of the tax-gatherer to check consumption as to raise 
revenue; that whichever he does he is doing good work, and 
that consequently it is difficult to tax, both directly and indirectly, 
too high as long as the “still discordant wavering multitude” 
does not become restive. This it shows no sign whatever of 
doing as long as the burden of taxation is equitably apportioned. 

On the subject of the need for economy, the following passage 
preaches a doctrine which is slowly gaining ground among the 
few people who have time to think about the matter :— 


‘“‘The creation of credit has been necessarily profuse, one might almost 
say necessarily reckless, in this country during the war; wages and prices 
are on a war basis which can admittedly be only temporary. The result is 
inflation, which, in the opinion of many, is reflected in an unfavourable 
rate of exchange. What is to be the remedy? Let us turn back to our 
summary of the factors which determine the level of exchange rates... . 
The interest on debts due from abroad will certainly decline rather than 
increase during the war, and the withdrawal of men from industry for 
military purposes prevents any increase in the volume of our services to 
other nations. The shipment of gold provides a possible palliative for an 
unfavourable rate, and the criticism is often heard that gold reserves are 
valueless unless use is made of them. In the present case, however, we are 
confronted with the difficulty that our stock of gold is wholly inadequate 
to maintain exchange rates, and that America, to which country most of 
the gold exported would find its way, has ample supplies of the metal. 
Mr. Metz, indeed, argues that the export of gold, the sale of securities, and 
the creation of credits all ‘ suffer from the same evil, that they can be 
applied only once, and that, once availed of, they weaken rather than 
strengthen the situation.’... 

‘“Gold exports, therefore, cannot be relied upon as a permanent way 
out of our difficulty, and the loss of our small stock might have serious 
results in weakening confidence both here and abroad. ... The trade 
balance may be permanently affected by the discouragement of imports 
into this country, by the encouragement of exports, by increased economy 
of consumption, and by taxation... . 

“In all these directions something has been done by exhortation in the 
speeches of Cabinet Ministers and from the pulpit, but it may be doubted 
whether such exhortations have had any but the most superficial effect, nor 
are they likely to touch more than the fringe of the question. Action of a 
more direct kind is needed, and such action is not likely to meet with 
insuperable obstacles. Economy should be enforced as well as preached, 
and the lesson should be easier in that Germany has already set an example 
to the whole world. But when all these palliatives and remedies have been 
adopted, there is little doubt that there will remain a great deal to be done, 
and our weapon for this purpose must be the raising of credits abroad. 
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Here, again, the difficulties are merely difficulties of detail and procedure, 
for no one doubts that the British Government could raise money in the 
United States on favourable terms.” 


Un 


There may be more than one opinion as to how far the con- 
ditions of the Anglo-French loan bear out this confident forecast. 
At least it is clear that, in vow of war’s accidents, the less we 
rely on raising credits abroad the more secure will our financial 
staying power be. 

There is much interesting matter on the subject of the first 
shock of crisis at the beginning of the war and the measures taken 
to deal with them. These measures are weighed in the balance 
and found wanting, in the following terms, apparently by Mr. 
A. H. Gibson :— 


‘‘The measures enumerated above restored confidence among the banks, 
who had standing over them the possibility of a general run from their 
depositors at a time when they were unable to convert any large part of 
their resources into legal tender currency. For the rapid restoration of 
confidence among the banks the Government measures must be considered 
as having been very effective. 

‘In the absence of legislation providing that banking deposits over a 
certain amount should not be withdrawable without a certain notice first 
being given by the depositor, some measures of protection to banks were 
necessary in order to restore confidence among the banks. So far as the 
public were concerned, the experience of the banks has since shown that 
the protective measures enumerated were unnecessary. If there had been 
no extension of the Bank Holiday, and the banks had not refused to pay out 
gold to their depositors in the ordinary course of business, there is no reason 
to think that gold withdrawals from the banks would have been on a very 
abnormal scale. There would possibly have been a few extra millions paid 
out during August, but the drain could easily have been met without much 
effect on current stocks.” 


On the industrial side of war’s economic problems the interest- 
ing conclusion was arrived at, by the authorities assembled at the 
British Association, that it is not true, except in exceptional cases 
and to a small extent, that women have replaced men “in the 
sense that they are now doing processes which before the war 
were done by men.” This view is so contrary to the general 
belief that it may be as well to give the reasoning by which 
it was arrived at :— 

“The nature of the demands arising out of the war must have an important 
bearing upon the kind of Jabour required. A large part of the Government 
demand for goods is in those branches of trades in which a larger proportion 
of women is employed than in the trade as a whole. A good example of 
this is the tailoring trade, which normally employs something like 130,000 
women, together with a large casual fringe of women who come into the 
trade in times of seasonal pressure. ... The great increase of women’s 
employment in the leather trade owing to the war has, to a certain extent, 
been in the lighter accoutrement branches on processes normally done by 
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women; while in the boot and shoe branch there has actually been a replace- 
ment of women by men owing to the heavier nature of the work required 
in the military than in the civilian boot. 

‘*A considerable part of the Government demand is also in trades, e.g., 
the munition branches of the engineering and metal trades, in which a large 
proportion of semi-skilled or unskilled female labour can be absorbed, 
especially in such exceptional processes as the filling of shells, and in which 
after the war the demand will decline. 

‘From thé above considerations it will be seen that much of the extension 
of women’s employment during the war in industry proper is in work which 
is normally done by women and in which the necessities of war have created 
an unprecedented demand. Other work now done by women is exceptional 
work which will decline with the advent of peace. But a survey of the 
whole field suggests that owing to the installation of special plant the pro- 
portion of woman labour may be affected.” 


I must end a review which has, inevitably and beneficially, 
consisted largely of quotations, by congratulating the editor of 
the book on a highly successful performance of a very difficult task. 


HARTLEY WITHERS 


English Railways: Their Development and their Relation to the 
State. By EDWARD CLEVELAND-STEVENS, M.A. (London: 
Routledge, 1915. Pp. xvi+332, with maps. Price 6s. net.) 


ONE can hardly think that even the universal lassitude likeiy 
to prevail at the end of the war can cause English railways abso- 
lutely to revert to the status quo ante. For though the external 
fabric of our railways has remained unaltered, their change of status 
has actually been greater than is the case either in France or 
Germany. In other countries the constitutional and financial 
status of the railways remains unaltered. Though a military 
control has been superimposed, the railroad undertakings still 
render accounts and receive payments for military transport 
according to the established scale. Here, on the other hand, the 
huge services performed by our railways for the War Office and 
the Admiralty are rendered without charge, with no accounting 
record, while the rest of the traffic is worked by the companies 
as mere agents of the Government. If that traffic, after payment 
of expenses, including interest and dividends on the pre-war 
scale, leaves a profit, the profit accrues to the Government; if a 
loss, the Government meets it. Such a revolution must surely 
leave its mark on future history. 

And if, after the war, there is to be an era of reconstruction in 
railway affairs, it would seem obvious that a work such as Mr. 
Cleveland-Stevens’ will be of the utmost value. One cannot, of 
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course, be sure, for our English policy in railway matters has con- 
sistently been not “more light” but “as little light as possible.” 
For instance, since the war began all railways accounts and 
statistics have been absolutely suppressed. It cannot be that the 
materials are not in existence. It can hardly be that the Censor has 
interfered, seeing that the Northern Railway of France, which 
works up to the actual battle front, and many of whose lines are 
actually in enemy occupation, has published its annual report for 
1914 with its accustomed figures in their usual fulness. Still, seeing 
that the railway question has to be dealt with, and seeing that 
there are advantages in dealing with it in the light of knowledge 
and experience rather than by guesswork in the dark, there can 
be no doubt of the value of the guidance furnished by Mr. 
Stevens’ careful and laborious work. It has certainly deserved 
—as the title-page informs us it has received—approval 
as a thesis for the degree of Doctor of Science (Economics) 
in the University of London. 

Mr. Stevens—who adds, though he does not mention it, to his 
other qualifications not only the fact that he is a barrister, but 
also that he has a hereditary connection with the men who have 
made the history that he narrates—has traced the growth of the 
English railway system from the days of the tiny lines, the Surrey 
Tron Railway, the Leigh and Bolton, the Bodmin and Wade- 
bridge—days when a company with a line 100 miles long was 
a triton among minnows—down to the time when the whole 
country is practically parcelled out among a dozen great under- 
takings. 

By the way, it is a curious thing that, at the very time that 
Parliament was passing Acts by the score for the amalgamation 
of turnpike trusts, mainly because they were too small for good 
management, it should have encouraged the growth of petty 
separate railway undertakings. For it would seem that the 
arguments which tell in favour of the large size of undertakings 
concerned merely with road maintenance, apply a fortiori to 
undertakings responsible not only for the maintenance of the 
road, but for the actual operation of the traffic thereon. 

Mr. Stevens does not confine himself to the relationships of 
the companies inter se. A large part of his work is devoted to the 
action of Parliament, both in the House itself and in the Com- 
mittee rooms upstairs. Certainly it cannot be claimed that 
these proceedings are a good illustration of the wisdom of Parlia- 
ment. One cannot criticise the policy, for policy was conspicuous 
by its absence. Competition is a policy. Monopoly is a policy. 
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_ But Parliament has been oscillating between the two and attempt- 


ing unsuccessfully to amalgamate fire and water for the last seventy 
years. It has been quite possible in the past—it may be again 
possible in the future, should a new race of promoters come 
forward—for two Committees in adjoining rooms, the one to 
accept, the other to reject, a Bill for a new railway for the 
precisely similar reason that it induces new competition. But we 
are hardly likely to see a new era of competition. The present 
writer entirely agrees with Mr. Stevens that competition is dead, 
and that amalgamation, whose history he has traced down to the 
end of last century, must inevitably be carried farther in the 
near future. He agrees equally with the author who says, quoting 
Sir George Gibb, “Throughout the history of the English rail- 


ways . . . Parliament has failed to devise a comprehensive 
scheme. ‘The control under the system of Private Bill legisla- 
tion . . . has been mainly negative; never constructive . 


Private interests have been protected, but the general interest has 
in the main been ignored.’” He agrees still more with the final 
conclusions of the book :— 

“Whatever the future may bring, a strong, continuous, 
certain, comprehensive policy of State control must be evolved, 
and the outstanding lesson to be drawn from the history of 
English railways is the danger of entrusting control to the Legis- 
lature. The central problem, whether the railways remain in 
private hands or be taken over by the State, is the creation of a 
permanent Board of Control, and one as far removed as is possible 
from the interference of Parliament.” 

If it could be hoped that our legislators would read Mr. 
Stevens’ book and learn from it, perhaps we might see these con- 
clusions, which are forced upon anyone who reads the history of 
the past, put into practice by appropriate legislation. As that is 
hardly to be expected, we must be content to thank Mr. Stevens 
for a work that students at least will know how to appreciate, and 
which is in the scanty collection of English railway literature one 
of the very few books entitled to be regarded as of permanent 
value. 

It should be noted that by an unfortunate misprint, for which 
the author, who is, we believe, now serving his country elsewhere, 
can hardly be held responsible, the map facing the frontispiece, 
which in fact gives the “System of Railways under the control of 
the principal Railway Companies” in 1872, is represented as 
referring to the situation of things to-day. 


W. M. AcwortTH 
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A History of Political Economy. By JoHN KEuts INGRAM, LL.D. 
New and enlarged edition, with a Supplementary Chapter by 
William A. Scott, LL.D., and an Introduction by Richard T. 
Ely, LL.D. (London: A. and C. Black. 1915. Pp. xix+ 
315.) 


In this re-issue of a well-known book there are two fresh 
features. One can be described as the judicial estimate formed 
by an experienced admirer of the position taken by the author in the 
development of those studies of which his History was the record, 
and the other is the continuation to the present date by a com- 
petent successor of the narrative there unfolded. No other 
change, we believe, has been made in the text of the work. The 
generous tribute offered by Professor Ely in his suggestive Intro- 
duction to Ingram’s learning and ability is deserved, and his 
influence on Economics is felicitously unked by his eulogist with a 
“broadening” of its “scope.” The famous Dublin address of 
1878, indeed, on the “position and prospects’’ of economic study, 
were it delivered to-day, might meet as a matter of course in many 
respects with quiet instinctive approval from a majority of 
listeners. A generation ago it was intended and received as the 
defiant challenge of a pioneer of revolution. The subsequent lapse 
of time, in fact, has also corrected an extravagance, both of blame 
and praise, into which the speaker was betrayed in that discourse ; 
and Dr. Ely notes this important qualifying circumstance. Some 
readjustment of emphasis, he shows, is now demanded. Ingram’s 
bias towards Comtism was no less evident in the elaborate article 
in the Encyclopedia Britannica, which, published afterwards as 
a book, became the useful History repeatedly consulted since by 
grateful British students. Few of them, we are sure, would 
dissent from the final verdict of the American professor that here, 
too, he “helped to advance Economics by bringing the economic 
thought of England out of certain unfortunate narrowness and 
isolation.” It is, indeed, a happy, significant coincidence that, at 
Professor Taussig’s suggestion, the article was printed separately 
in the United States for the use of students before it appeared on 
this side of the Atlantic in book form, and that to the co-operation 
of two American professors, both hailing from Wisconsin 
University, we owe the present enlarged edition. In Professor 
Scott’s Supplementary Chapter the task, by no means easy to 
discharge with satisfaction, of appraising writers, many of whom 
are still alive, has been attempted; but, so far as we can judge, 
while rightly emulating the comprehensiveness of his exemplar, he 
G 2 












TET 


a — 








84. THE ECONOMIC JOURNAL [MARCH 


-has reached a higher level of impartiality. Perhaps, however, he 


has given too much prominence to the Austrians, and the chapter, 
preceding instead of following, Ingram’s own “Conclusion,’’ is, 
we feel, in spite of Dr. Scott’s excuses, misplaced. 

For, as he frankly acknowledges, some of the particular observa- 
tions advanced in it have become superfluous, and Ingram’s 
general attitide seems now inopportune and antiquated. Weare 
invited to return to an atmosphere with which we had grown 
unfamiliar, and the embers of extinguished controversy are, to no 
beneficial purpose, stirred afresh. Of the History, too, as a whole, 
it must be admitted that since its original publication much has 
happened .to affect its place on the shelves of an economist’s 
library. It is relatively less indispensable than it was, although 
as a book of convenient reference it seems likely to retain some 
absolute utility. But in the United States Professor Haney’s 
able History of Economic Thought, and in France the excellent 
Histoire des Doctrines Economiques of MM. Gide and Rist, of 
which an English translation has recently been made, are formid- 
able claimants for the high position once held, almost without a 
challenge, by Ingram’s book. There were, of course, earlier com- 
petitors, free, like the later treatises we have mentioned, from 
the special bias of that work. But, for comprehensiveness of 
range, for combined largeness and exactitude of erudition, for 
the lucid, masterly summary of the distinctive views, both of the 
famous and of less known writers in different countries of the 
world, it secured, and for long preserved, a marked superiority 
over rivals. For the arrangement, mainly chronological, which 
Ingram adopted, it should be noted that Professor Haney and 
MM. Gide and Rist have substituted a classification of groups, 
distributed by a significant coincidence along similar lines. This 
treatment fixes perhaps a more permanent impression on the 
memory of the student than an order of time, and it lends force 
to the stimulating notion of an inevitable development. But, 
pressed too far or followed too rigidly, the arrangement becomes 
inept and artificial ; and Ingram’s notice of the origins and early 
stages in the growth of economic speculation and inquiry was 
perhaps more close and full, while in his account of later phases 
he did not ignore the powerful aid given to clear comprehension 
by appropriate grouping into schools as well as periods. His 
Positivist trend was of course conspicuous. The test of conformity 
to special prepossessions was applied with obvious lack of propor- 
tion, and no opportunity was missed of introducing, emphasising, 
and approving Comte’s peculiar views on the defects of political 
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economy as taught by his unenlightened predecessors or 
obscurantist contemporaries, and his dogmatic declaration of the 
indispensable conditions of its possible or profitable study in the 
future was endorsed. Yet, when allowance had been made for 
this distraction, the reader could consult the History in the justi- 
fied assurance that each author’s contribution would be adequately 
stated and candidly expressed ; and the enthusiastic ardour of an 
avowed friend or foe may be allowed to compensate for the colour- 
less detachment which should characterise the impartial judge. 
We must accept the pardonable defects with the admired qualities 
of a writer ; and we are sincerely grateful for the pious loyalty to 
an attractive figure, distinguished in other departments of study 
besides Economics, which has prompted this enriched edition of an 
economic treatise of established and deserved repute. 


L. L. PRIcgE 


Khozyaistvo I Tsena (Economy and Price). By Peter Struve. 
(St. Petersburg—Moscow, 1913.) First Part. 


PROFESSOR STRUVE, in the preface to the first part of this most 
interesting and highly important work, informs the reader that the 
second part is already written, that some part of it is in the hands 
of the printers, and “if health will allow,” will very soon follow 
the first part. We have therefore somewhat delayed our review 
in order that we might present it when the work is completed. 
However, the war seems to have interfered very much with the 
scientific work of Professor Struve, who is not only a professor of 
political economy, but also a prominent political writer and public 
man, and has taken an active part in the defence of his country. 
We decided, therefore, not to wait longer, but give meanwhile a 
brief review of the first part. 

Professor Struve divides his book into two sections, which are 
preceded by an Introduction. The Introduction and the first 
section, as well as the first chapter of Section II., may be 
designated as theoretical, and the rest of the book as historical. 

Now what are the theoretical discoveries of Professor Struve 
concerning value and price? Briefly this, that value is an 
economic superstition, something like the doctrine of “original 
sin.” Professor Struve seems to lay very great stress on this 
analogy between the Marxian theory of value and the teaching 
of Thomas Aquinas, Anselm of Canterbury, and other theologians. 
He gives quotations from all of them, showing that both parties— 
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*Karl Marx and the scholastic theologians—accept abstract con- 


ceptions as realities. 

Just as the theologians of the Middle Ages gave to sin a 
meaning of a separate existence living in the body of man, so has 
the economic school of labour given to value a separate existence 
dwelling in commodities. And in the same way as scholastic 
writers made men’s actions dependent on original sin, so, accord- 
ing to Marx, “empirical” prices are “governed” by the law of 
value, and, so to speak, derive their existence from: the “sub- 
stance of value.” 

Professor Struve is, however, not only flogging the dead horse 
of the Marxian theory of value, but also the psychological or sub- 
jective school. It is true he does not devote any space in his 
book to denouncing the subjective or utility theory of value as 
he does the labour school, against which he directs all his shafts. 
But his general arguments against the conception of value as 
against scholastic “universalia in re” comprise also the later 
theories, and he makes no exception when he says: ‘‘ Value both 
as a substance and as a ‘universale’ of price is a conception 
which is useless for learning the empirical facts of the derivation 
of price. It is nothing but a metaphysical hypothesis which has 
no application in science.” 

That is, according to Professor Struve, prices do not depend 
on value, but the latter derives its existence from prices. It is 
only a statistical result, which is based, however, not on an arith- 
metical or geometric mean; neither is it a central quantity 
(median) nor a quantity of most frequency (mode). It is only 
an “isolated estimate,” which is more or less a mode. 

The “estimate” of which Professor Struve speaks is thus not 
a subjective valuation, but an objective one. It results not from 
the standpoint of personal wants, tastes, interests, or opinions of 
the buyer or seller, but from the standpoint of general opinion. 
It is the valuation as done by an expert. It is only an expression 
of ‘a general estimate.” 

So far, so good, but the following lines which Professor Struve 
adds in elaboration of his theory leave us quite confused : “Such 
a valuation cannot be the primary element in price,” says Professor 
Struve on page 94. “To arrive at such a valuation one must first 
obtain a considerable amount of subjective estimates which have 
already taken the form of prices.” 

But if prices are the realisation of “subjective” estimates then 
the theory of subjective values is quite right in ascribing to the 
personal wants, tastes, &c., the elements of prices. 
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Generally speaking, the whole theory of value as propounded 
by Professor Struve leaves us very much perplexed and confused. 
Having annihilated value as a conception which, as we have been 
used to understand, preceded price, he does not tell us what price 
is and on what it is based. If labour and subjective or psycho- 
logical elements are not to be counted as elements of price, what 
then is it that makes one pay so much and no more or less? And 
if, on the contrary, these elements do enter into prices as the 
basis, then Professor Struve’s whole theory is but a play of words. 

We must, therefore, trust that having done away in the first 
part of his book with value as with “a useless thing for the study 
of prices,” Professor Struve will explain to us what he means by 
“prices” in the second forthcoming part of his Economy and 
Value. 

Anyhow, in rejecting any theory of value as useless for the 
theory of prices, Professor Struve turns to the study of prices 
tliemselves in their historical aspect in trying to define the relation 
bevween free market prices and “normal prices,” that is, prices 
fixed by governments, municipalities, guilds, or other adminis- 
trative agencies. In this study, which is a most learned one, 
Professor Struve comes to the conclusion that “free” prices 
precede “fixed” ones, which conclusion, as he himself points out, 
is contrary to the existing view of some German economists like 
Simmel, von Géméry, and others. 

In the theoretical part of his book Professor Struve tries also 
to establish new definitions, or, to be more exact, a new classifica- 
tion of forms of economy. He seems very anxious that students 
of political economy shculd not mix up society with economy 
(or economical autonomy), that is, sociological categories with 
economié ones. For this purpose he gives a new definition of 
economies which, according to him, may manifest themselves in 
the three following forms: First, they may be a conjunction of 
single autonomic economies which are not in reciprocal action ; 
second, they may constitute a system of mutually reacting 
economies ; and, third, society as an individual economy which 
may be realised in a collectivist state. 

Professor Manuilov, in the Russian monthly, Vestnik Evropi 
(October, 1913), has already pointed out that there is really no 
need for any new definitions or classifications, as no economist of 
repute could possibly mix up social phenomena with purely 
economic ones. Besides, Professor Struve’s classification by 
itself raises rather some difficulties for a clear understanding of 
the real difference between the various forms of economies and 
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“social activities. Still, Professor Manuilov admits the importance 


of further insisting in science on the separation between social 
and economic phenomena. 

It is, however, worth noticing the opinion of Professor Struve 
concerning a socialistic state of society. According to him there 
are at present no data to judge whether collectivism will restrict 
individual liberty or broaden its basis. Logically it is possible 
that liberty will increase, but all depends on the nature of the 
psychology that will arise on the basis of relations between the 
economic autonomy of the state and other forms of self-conscious- 
ness. “This,” says Professor Struve, ‘can be completely decided 
only by social experience. ‘That is to say, only the real existence 
of collectivism will prove the expediency or otherwise of such a 
social organisation.” 

In conclusion we must say that, had Professor Struve not been 
so learned, his book would certainly have gained very much. We 
should then have been spared a mountain of quotations and refer- 
ences which add neither strength nor lucidity to the general argu- 
ments of the book. The digressions would not carry us so far 
away as the study of forestry and theology, and, what is still 
more important, we should then have more of Professor Struve 


himself, who has much of his own to say. 
SEMEN RAPOPORT 


Wirkung der Deutschen Soztalversicherung. Mit Nachtrag: Die 
Sozialversicherung und der jetzige Kricg. By DR. FRIEDRICH 
ZAHN. (Munich: J. Schweitzer Verlag. 1915. Pp. 116.) 


THE German system of social insurance has served as a model 
and a basis for so many social insurance schemes (including our 
own) that a survey of its effects on all the factors concerned 
should serve a useful purpose. Dr. Zahn has provided such a 
review in his article in the Allgemeines Statistisches Archiv, 
which is printed at the same time as a booklet, and if it is some- 
what brief it offers the compensation of being comprehensive. 
The effects of German social insurance are considered as they 
touch (1) working people, (2) employers, and (3) the State; and 
the great value of the dissertation consists in the numerous useful 
statistical tables that Dr. Zahn presents. 

Dr. Zahn is a great believer in the beneficial results of 
insurance ; he regards the outlay of each of the participants not 
as a burden, but as a sort of investment, the result of which is 
to increase the health of the working classes and lengthen life— 
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a result which is clearly good for the social system as a whole. 
The workers themselves are healthier and happier; and the 
assurance that their weekly contributions make provision for dark 
days is a source of mental comfort. The net result is greater 
efficiency and increased production. These truisms Dr. Zahn 
illustrates illuminatingly in his tables. He maintains the thesis 
that Germany has so successfully maintained her military position 
in the war up to the present not only because she had made her 
military preparations, but also on account of her economic, finan- 
cial, and intellectual preparedness, and in the latter a prominent 
part was played by social insurance. 

Dr. Zahn claims that though organised for peace conditions, 
German social insurance has been able successfully to adapt 
itself to the new war requirements. To the unprejudiced observer 
the statement of his case hardly warrants the somewhat exces- 
sive praise meted out to the system. It appears to have done 
the obvious things in the circumstances—no more. However, 
Dr. Zahn is not polemical in his Appendix, which deals with the 
effects of the war on the German social insurance scheme. He 
keeps strictly to his subject, and indeed he weleomes—it must 
be confessed, in the pre-war article—the gradual growth of 
uniform international labour laws as contributing to international 
understandings. One cannot help wondering what will happen 
to these international understandings now. In any event, Dr. 
Zahn prophesies the extension of social insurance schemes after 
the war everywhere, and those who desire to prepare for their 
working cannot do better than refer to Dr. Zahn’s pages for a 
very competent statistical review of the past working of one of 
the oldest schemes. 





M. EPSTEIN 


Einkommensteuerpflicht und EHinkommensteuerveranlagung im 
Kriege. By Dr. G. Strrurz. (Berlin: Julius Springer. 
1915. Pp. iv+75.) 

Die Einwirkung des Krieges auf die direkten Steuern im 
Konigreiche Sachsen. By Dr. W. KAUFMANN. (Leipzig : 
Arthur Rossberg. 1915. Pp. 44.) 


IF there should be any Prussian man or woman who imagines 
that in war-time there is no need to pay income-tax, the more so 
as incomes in war-time are very uncertain, Dr. Strutz is at pains 
to make clear that such is not the case and to elaborate the 
Prussian legal practice on the subject. Dr. Kaufmann does the 
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‘same for Saxony, much more briefly. Neither book is of any very 


great interest to the student of general finance; neither says a 
word about the prevailing deficits in the Imperial, federal State 
and municipal budgets in Germany which the financial history of 
1915 has already recorded. Anyhow, out of the midst of much 
legal phraseology it appears that a tax-payer called to the colours 


is ipso facto no longer liable to direct taxation. 
M. EPSTEIN 


Practicable Socialism: New Series. By CANON BARNETT (the 
late) and Mrs. 8. A. Barnett. (Longmans, Green & Co. 


1915. Pp. xi+338. Price 6s. net.) 


A BETTER title might perhaps have been chosen for this 
volume. ‘“‘Practicable Socialism” seems to suggest somewhat 
more than the book contains, and those who turn to it expecting 
to find Socialism scientifically treated, or some complete scheme 
for social and industrial reorganisation, will be disappointed. 

The book consists of thirty-four papers and articles, ranging 
over the thirty years from 1883 to 1913. The great majority are 
reprinted from The Contemporary Review, The Nineteenth 
Century and After, The Westminster Gazette, and other 
periodicals and newspapers. Nine of them are by Mrs. Barnett, 
who in her Introduction explains that the principle followed with 
regard to all the papers “has been to print those which deal with 
reforms yet waiting to be fully accomplished””—a plan to which, 
however, she has not kept very closely. The articles are grouped 
in six sections, under the heads of Religion, Recreation, Settle- 
ments, Poverty and Labour, Social Service, and Education ; and 
they therefore deal with a great variety of topics. There are, 
for instance, articles on ‘Cathedral Reform,” “The Children’s 
Country Holiday Fund,” “Townplanning,”’ “The Mission of 
Music,” “Oxford University and the Working People,” “ Univer- 
sity Settlements,” “Charity,” “Poor Law Reform,” and so on. 

Although the book as a whole is of considerable general 
interest, there are only certain parts of it which will make 
any special appeal to economists quad economists, and many 
of the articles, though admirably adapted to the purpose for 
which they were written, are very slight, and we should have 
thought hardly worth reprinting. Perhaps one of the best, from 
the economist’s point of view, is the article which originally 
appeared in The Nineteenth Century and After for February, 
1913,’0n “Our Present Discontents,’ in which Canon Barnett 
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goes straight to the heart of the question when he points out 
that the cause of working-class discontent is poverty, that poverty 
does not mean destitution, and that the cure of destitution is no 
remedy for discontent. He does not appear to lay quite sufficient 
stress on the want of freedom and the want of responsibility in 
industry as causes of discontent, nor does he mention the fact 
that more leisure, as well as increased wages, is a crying need of 
the poor—a point on which he felt strongly, however, for in 
another paper he writes :—“ There is a call for another Charles 
Booth, to make an inquiry into ‘the life and leisure of the 
people,’ which might be as epoch-making as that into ‘the life 
and labour of the people’” (p. 88). 

The book is not well arranged, for there is a good deal of 
overlapping with regard to the six sections, and it is difficult to 
discover that any method at all has been adopted with regard to 
arrangement within the sections themselves. Why, for instance, 
to take only one example, should not the three articles on Poor 
Law Reform in the section on Poverty and Labour, all written 
in 1909, have been placed together, instead of being scattered 
about, without reference to their chronological order, amongst 
other articles on different subjects ? 

Though many of the papers are rather slight, and while some 
of them may not be of very great interest to those outside the 
wide circle of the late Canon Barnett’s personal friends, the book 
is a striking record of the ideas and aspirations which have lain 
behind the disinterested work carried on by the authors in East 
London for so many years, and it is full of wise sayings upon 
many social problems, which should appeal to all who care for 
the causes to which Canon and Mrs. Barnett have devoted their 


lives. 


H. SANDERSON FURNISS 
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REVIEW-ARTICLES 


FRIEDRICH List: THE PROPHET OF THE NEW GERMANY. 


Friedrich List als Prophet des neuen Deutschland. By Karu 
KumpMANN. (Tibingen: J. C. B. Mohr (Paul Siebeck). 


1915. Pp. iii+52.) 


“A PROPHET is not without honour, but in his own country, 
and among his own kin, and in his own house” (Mark vi., 4), 
would have been a good text for Dr. Kumpmann’s sermon, had 
not the fashion for quoting Scripture gone out in Germany in 
these latter days. In a bibliographical note at the end of his 
pamphlet the author remarks that the List literature is amazingly 
poor, and (we might add) especially considering the vast amount 
of labour spent by German writers on economists many classes 
below List in reputation. His friend, Ludwig Hiusser, published 
(1850-1) his principal works in three volumes with Life, but 
the promised supplement of the smaller works of List never 
materialised. An occasional essay in an economic journal or 
dictionary and a place in histories of political economy only served 
to show how little the prophet was honoured in his own Father- 
land. There is no work, says Dr. Kumpmann, which does justice 
to the higher claims of List. “The best critical estimate of his 
work is by the Frenchman, Rist” (in the History of Economic 
Doctrines, by Gide and Rist). Dr. Kumpmann does not refer 
to the appreciation of the work of List in America and in England, 
though the excellent work of Miss Margaret Hirst (Life of List 
with Selections from his Writings) ought to have appealed to 
him if only for the very full bibliography. 

Dr. Kumpmann himself has no doubt regarding the greatness 
of his prophet. In the very first sentence he declares that 
Friedrich List is the most important political economist that 
Germany has produced, and in the last sentence he expresses the 
fervent hope that his study may help to call attention to the 
great master. List showed real original power of the first order 
on two sides. . In the first place, he put in proper perspective the 
importance of the mental capital of the race as contrasted with 
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the accumulation of material values. The following sentence is 
one of his key-positions and is of special interest at the present 
time :—“The power of producing wealth is therefore infinitely 
more important than wealth itself; it ensures not only the posses- 
sion of what has been gained, but also the replacement of what 
has been lost.” What is the organisation of which we now hear 
so much as the foundation of Germany’s strength but a striking 
illustration of this foundational idea of List? It is from this 
standpoint that List treated the controversy between Protection 
and Free Trade. According to List, neither system is an end 
in itself, but simply a means to achieve a certain end, namely, 
the greatest development of productive power. Protective duties 
were only justifiable as educative taxes. It is this part of the 
teaching of List which has attracted most attention in English- 
speaking countries, partly owing to the similarity of the thought 
to that developed by Henry Carey." 

It is, however, to another side of the genius of List that Dr. 
Kumpmann has devoted his inquiry. List was not only an 
economist, but a political economist, and the principal application 
that he made of his economic principles was to the case of the 
development of Greater Germany. Of this development he was 
the great prophet and, up to a point, the true prophet. The 
keenness of his vision can only be realised by calling to mind the 
old Germany of the many states and the many tax systems, and 
comparing with it the Germany of July, 1914. It was in 1819 
that List adumbrated his scheme for a Zollverein between the 
various German taxing powers. At that time Prussia alone had 
within its boundaries sixty-seven tariffs, levied according to 
districts, some on persons and some on things. Taxes on 2,775 
articles were collected by an army of 8,000 officials.2, The other 
states and cities were equally afflicted. No wonder that in those 
days List was a Free Trader. The wonder is that he did not 
regard as Utopian the establishment of internal Free Trade in 
Germany—as Adam Smith himself looked on the like case in 
England. 

But the internal economic development of Germany was only 
the beginning of the vision. List set up a political programme 
which was partly realised by Bismarck—the practical statesman, 
as Dr. Kumpmann observes, who was the fulfiller of so much 

1 The present reviewer has dealt mainly with this side of List’s writings in the 
Introductory essay to the new edition of Lloyd’s translation of the National 
System (Longmans, 1904). Cf. also The Neutrality of the United States (1915) (ch. 
iv. on the Commercial Policy of Germany) on List’s wider views on the expansion 


of Germany. 
2 Life of List by Miss Hirst, p. 11. 








94 THE ECONOMIC JOURNAL [MARCH 


of List’s ideal. At the same time, we must recognise that with 
List the internal and the external development of Germany were 
inseparably joined together. 

In the far-off days before the war it was always an unexpected 
pleasure to find a German work in which clearness, proportion, 
and, above all, brevity were preferred to their opposites. Perhaps 
the highest praise we can offer to Dr. Kumpmann is that his 
pamphlet might have been thought out and written in French, 
such are its merits—such is its freedom from the besetting faults 
of his countrymen. In a note of apology at the end he simply 
says that he has given no references, but that the reader will 
easily find the significant passages in the index to Hausser! 
It is to be hoped so excellent an introduction without encum- 
brances to the real List may be translated into English. 

The first section of the pamphlet declares in no uncertain voice 
that List was a political thinker of the first rank born before his 
time—a prophet who knew that he was writing and agitating 
for the future. His ideas were so large that at first he was looked 
on merely as the maker of the project of an Empire, until the war 
of 1870-1 showed that the project was in process of becoming 
a reality. 

In a few lines a contrast is drawn between the old Germany 
into which List was born and the new Germany of which he was 
the forerunner. List was the great path-breaker in two directions 
which vitally affected the internal development of Germany. His 
scheme (1819) for a Zollverein became a reality in 1834, and the 
next year is given as the date of the beginnings of the German 
railway system. List looked on the construction of railways and 
the furtherance of internal free trade as parts of the same 
economic policy. The Zollverein and railways have made modern 
Germany, and in both the chief builder was List. 

In the second section are brought out the leading ideas of List’s 
economic system. It is admitted that in his zeal for the exposure 
of the fallacies of “the school” he failed to distinguish between 
the real Adam Smith and the scholars who had reduced the teach- 
ings of the master to a few simple dogmas. As the present writer 
has shown elsewhere, most of the criticism of List as applied to 
the real Adam Smith is irrelevant. But even to-day, how many 
English people know more of the real Adam Smith than is con- 
tained in his saying that defence is of more importance than 
opulence? List, however, did not know or remember that Adam 
Smith had made this utterance. He looked on Adam Smith as 
a cosmopolitan, and he set up against him the National System 
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of Political Economy. Nationality was the first ground-thought 
of the new master. The second was the displacement of material 
capital (“‘fast-frozen labour-time,” as the German Socialists came 
to call it) by living productive labour as the chief requisite of 
national power. Again, List forgot, if he ever knew, all that Adam 
Smith had written of the living instrument as compared with 
the dead machine. But the attack of List on “the school” was 
just and opportune, and. his teaching was as much needed in 
England as in Germany. In the former country there were 
philosophers who looked for the natural disintegration of the 
British Empire, just as in the latter there were philosophers who 
could not imagine the integration of the German Empire. The 
nationality that List had in view was of the kind that has since 
come to be called Pan-German. The German race, in his 
opinion, was eminently fitted by its natural qualities—a large 
number are enumerated, including a great fund of “natural 
morality”’—for entering the front rank as a world-power in the 
economic sense. 

In the third section the internal economic policy of List is 
sketched in ‘‘a couple of sentences because to-day it is common 
ground for all political parties in Germany.” And the first 
requisite—strange as it may seem to us—is, of all things, more 
freedom, and freedom in our English sense of the term, freedom 
of thought, freedom of the Press, freedom from the government, 
&e., “for without freedom there is no true Kultur—no well- 
founded polity.” Here it may be observed that List himself was 
an ardent admirer of the British constitution (notably, by the 
way, of trial by jury), and he looked forward to the growth of 
a German constitution on similar lines. 

The fourth section ostensibly deals with the Zollverein and 
the political unification of Germany, but always with the under- 
standing that united Germany is to take her proper place amongst 
the nations. Internal union is only the first step to the assertion 
of German national power in the outer world. The prophet, in 
spite of his long residence in the United States of America, never 
thought of Germany as a republic, nor, on the other hand, as a 
despotism of the Russian kind—a constitutional monarchy was 
his ideal, but [unfortunately], as he showed, this new birth of 
Germany was only to be expected from Prussia. The Prussian 
part of the prophecy was true enough, but in the meantime 
German constitutional freedom became an example of lucus a non. 

Sections 5 and 6, which deal with the ideas of List on 
Germany as a world-power, are of the greatest interest at the 
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present time: but on so large a subject it is impossible to attempt 
further condensation than is effected by Dr. Kumpmann. 

The ground-thoughts are three, and the first is the develop- 
ment of the consular service. How much of the growth of 
German foreign trade has been due to the consular service we 
are only just beginning to realise. We are just beginning to learn 
that, even jn war-time when we rule the seas, the capture of 
German trade means a far more effective consular service. One 
of the most important functions assigned by List to the consuls 
was to direct the stream of emigration from Germany, and the 
management of what we now call the peaceful penetration of 
every continent. His second ground-thought was precisely this 
peaceful penetration. Incidentally, List does not approve of the 
principal emigration of Germans being to the United States. The 
absorbing power of the States is too effective. “There is not a 
German in the States whose grandson does not far prefer the 
English language to the German.” The third requisite for 
German world-power is a great fleet. This is a text that needs 
no comment. 

One of the most interesting parts of the work of List, and 
also of his latest expositor, is the consideration of the relations 
of Germany to other world-powers. List looked on France and 
Russia as the natural enemies of Germany—France on account 
of her restless militarism, and Russia through her instinctive 
striving for expansion. In fact, List saw in France and Russia 
separately what we now think we see combined in Germany. 

In the vision of List, as in the history of which it is a reflex, 
it is always England that plays the chief part. England, he 
thought, had gained the commercial supremacy of the world by 
that monopoly which Adam Smith called the great engine of the 
Mercantile System. England was ready to throw away the ladder 
of Protection when she no longer needed it, but she did not mean 
other nations to follow in her steps. Universal Free Trade had 
become the English ideal only because at the stage she had 
reached it best suited her interests. List maintained that the 
other nations, and notably Germany, must follow the path of 
Protection until they were strong enough to roam at large under 
Free Trade. So far, German interests were economically opposed 
to those of England. England was looked on as always striving 
to keep down a rising rival. This idea of English policy is still 
dominant in Germany and is the main reason why the Germans 
think we manceuvred to encircle them with hostile warring 


nations. 
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But List the prophet looked to a more distant future. In the 
last scene of his vision he sees Germany and England as allies in 
world expansion. Germany will assume the protectorate of 
Turkey, but will thereby act as guardian of British communica- 
tions with the East. The south-eastern expansion of Germany 
was not approved by Bismarck, but has been approved by the 
man who dropped Bismarck as pilot. At this point the vision of 
List—with our present outlook—soars into the unreal or the ideal. 
The last scene is a great confederation of all the European nations 
—a great United States of Europe—under the hegemony of 
England, England content to be an equal amongst equals. And 
for what end? What is to be the binding force of the union? 
The answer is startling, having regard to present conditions. The 
United States of Europe was to be founded and maintained to 
keep in check the United States of America. When, relatively 
to the gigantic American nation, England had become, so to speak, 
a little Holland, in her own interest she must strive to lead the 
United States of Europe against the Marinismus of America. 

In his last days the idea of an alliance between England and 
Germany became the dominant thought with List. His last work 
was a tractate On the Value and the Conditions of an Alliance 
between England and Germany. For the furtherance of this 
object he came to England, where he witnessed the final stages 
of the repeal of the Corn Laws, and saw face to face the leaders 
of English politics. His project of an alliance was received coldly. 
The advantages seemed too far off to the practical imagination of 
the English statesmen. In the opinion of Dr. Kumpmann the 
chagrin caused by the failure of this cherished scheme was the 
immediate cause of the tragedy by which he put an end to his 
life. A fitting omen for the greater tragedy of to-day! “Back 
to List” is the moral which Dr. Kumpmann commends to his 
countrymen, but what a gulf must be bridged over before the 


passage can be made! 
J. S. NiIcHOLSON 


BRITISH INDUSTRY AFTER THE WAR. 


Report of a Sub-committee of the Advisory Committee to the 
Board of Trade on Commercial Intelligence with respect to 
measures for securing the position, after the War, of certain 
branches of British Industry. (Cd. 8181. 18 pp. Price 24d.) 


THIS report is signed “Algernon E. Firth, A. J. Hobson, 
Stanley Machin, E. Parkes, Albert Spicer,” the last named, how- 
ever, appending a reservation indicating that he is not prepared 
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. to swallow the whole of the Protectionist proposals of his col- 
leagues. The President of the Board of Trade publishes the 
document “without, of course, taking responsibility for any of 
its conclusions,” which is a little like the conduct of the proverbial 
father who introduces his unattractive son to the schoolmaster 
with a hint about the unpleasant hereditary characteristics of the 
boy’s mother’s family. If the President did not select the Sub- 
committee, he must at any rate have selected the Committee. 

Like many another modern politician, pathetically endeavour- 
ing to be “efficient” under the lash of the daily journalist, who 
despises thought because he has no time for it, the President has 
displayed an unfortunate readiness to start an inquiry how some- 
thing is to be done without first asking whether it is desirable 
to do it. 

Early in the present conflict the Board of Trade allowed itself 
to be rushed by newspaper agitation into giving countenance to 
what was called the “war on German trade,” by which was meant 
not the operations of the Allies’ navies, armies, and custom 
houses during the war, but a movement in the direction of 
producing in this country every kind of manufacture hitherto 
exported from Germany, whether important or unimportant, 
whether likely to afford lucrative employment or starvation wages. 
Some measure of success having been attained in this, it is sup- 
posed necessary to appoint a Sub-committee “to make recom- 
mendations as to the best means of securing the position after 
the war of industries undertaken in consequence of the Exchange 
meetings and the British Industries Fair organised by the Board 
of Trade.” Precisely what industries have actually been under- 
taken in consequence of this unusual—perhaps fortunately unusual 
—activity of the Board of Trade we are not told. The Sub- 
committee say :—“The following were the branches of industry 
to which it appeared that our inquiries could most usefully be 
directed, having regard to the terms of our reference :—Paper 
manufacture, the printing trade (including colour printing), the 
stationery trade, the jewellers’ and silversmiths’ trade, cutlery, 
fancy leather goods, glassware (including table glass, laboratory 
ware and glass bottles), china and earthenware, toys, electrical 
apparatus, brush, &c., trade, hardware.” We can scarcely be 
expected to believe that the efforts of the Board of Trade caused 
new industries to be undertaken in all these branches of manufac- 
ture, and we notice that the Sub-committee’s circular letter of 
inquiry speaks of “possible measures for assisting British manu- 
facturers to maintain, after the conclusion of the present war, 
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such new developments of industry as they may have undertaken 
in consequence of present conditions,” not such as they have 
undertaken in consequence of the measures taken by the Board 
of Trade. Further on the letter becomes even wider in scope. 
It asks for observations on assistance to scientific research; on 
copyright and patent law, trade-marks and merchandise marks, 
transport, finance, and trade fairs and exhibitions; and then 
expresses readiness to receive suggestions of a general character 
“in regard to such matters as the conditions under which, prior 
to the war, the manufacture of” articles in which the addressees 
were interested “was carried on in this country in competition 
with Germany and Austria-Hungary, and any special difficulties 
which that competition encountered.” The inquiry thus gets 
completely away from its original purpose, and becomes little 
more than an invitation to persons carrying on particular trades 
to say how they would like the Government to assist them in 
competing with persons carrying on those trades in Germany and 
Austria-Hungary. Even this is not wide enough for the Sub- 
committee ; it actually proceeds to receive the complaints of the 
printers against the copyright law of the United States and agrees 
to their proposal that our own law should be assimilated to it, 
which would not affect German and Austrian competition in the 
least degree. 

A very natural consequence of the Sub-committee’s methods 
was that all the particular matters on which it asked for guidance 
were “regarded as of secondary importance in comparison with 
one question, and that is the possibility or otherwise of tariff 
protection after the war. Practically all the representative firms 
and associations consulted by us asked for a measure of protec- 
tion.” Why? The effects of the war are given as a reason in 
section 49, which recalls the fears felt by the agriculturists in 
1814 and their successful demand for a higher protection against 
the disastrous foreign competition which they imagined would 
ruin them on the conclusion of peace :— 

“There is a general fear that, immediately after the war, this 
country will be flooded with German and Austro-Hungarian goods, 
sold at almost any price, and that the competition in price which 
was going on before the war will be accentuated, with resultant 
serious difficulty to all manufacturers of goods of kinds (sic) 
exposed to this competition, and positive disaster to those manu- 
facturers who have been encouraged to extend their operations or 
engage in new branches of industry with a view to capturing trade 


hitherto carried on by enemy countries.” 
H 2 
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This fear is said to be based on two beliefs, firstly, that large 
stocks of some things have been accumulated, which the Sub- 
committee evidently doubts, and secondly, that Germany “will 
make every effort to recover her position in the world’s markets 
and to crush nascent competition, and that in carrying out that 
policy cheapness will be a potent weapon,” which the Sub-com- 
mittee accepts. The possibility of the British manufacturers 
making every effort to retain their newly gained position and to 
crush renascent competition, and of their using cheapness as a 
weapon in the conflict, does not seem to have crossed the mind 
of the Sub-committee. It is strange that in these days, when 
everything is scarce and dear and the populace of all Europe cries 
out against its futile Governments because they do not keep prices 
down, there should be found even a Board of Trade Sub-committee 
so old-fashioned as to believe that plenty and cheapness are the 
evils against which we must be on our guard. 

But, as in 1814, the war and its cessation are by no means 
indispensable to the demand for Protection. “The causes of the 
ability ”’"—would it not be well to think also of willingness ?—“ of 
German firms in the past to undersell their British competitors” 
were discussed, and “most emphasis was laid on” (a) the low 
German export railway rates and “other transport advantages,” 
including apparently the existence of the River Rhine, (b) the 
German import duties, which enabled manufacturers to combine 
to sell cheaper abroad than at home, and (c) the low German wages 
per unit of work accomplished. Superior organisation and greater 
attention to work by workmen seem to have been mentioned at 
least in one case as the explanation of the lower labour cost; the 
report does not suggest that anyone ever thought of inquiring 
whether the profits and salaries of business management were 
lower in Germany. 

Now there must, of course, be some cause or causes why a 
particular thing is sold by the producers of one country at a lower 
price than producers of another country care to take, and presum- 
ably one or more of these causes must be proper and legitimate, 
even from the point of view of the second country ; otherwise, in 
a world in which each country’s affairs were well ordered by its 
Government international trade would cease. It would be ex- 
tremely interesting to have from the Sub-committee or from some 
authoritative Protectionist source a definite statement of belief on 
the question what causes are proper and legitimate. The Sub- 
committee does not, indeed, say plainly that the other countries 
of the world ought to combine to force the German Government 
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to charge higher railway rates on exported goods ; to remove pot- 
teries from the banks of the Rhine to some district with a 
geographical situation more like that of Staffordshire ; to prevent 
combinations from selling things dear to Germans and cheap to 
the rest of the world ; and, finally, to enact that no one in Germany 
shall take less wages, salary, or profit for the same kind and 
amount of work than the highest paid for that kind and amount 
of work anywhere else. But from the tone in which it discusses 
these matters we can safely infer that it really supposes that it 
would be a fine thing for the British Empire, and, indeed, the 
whole world outside Germany (and possibly Austria-Hungary, 
with perhaps Turkey and Bulgaria), if this could be done. Failing 
this possibility, the Sub-committee recommends indiscriminate 
protection :— 

“15. Tariff Protection.—We are of opinion that where the 
national supply of certain manufactured articles, which are of 
vital importance to the national safety, or are essential to other 
industries, has fallen into the hands of manufacturers and traders 
outside this country, British manufacturers ready to undertake 
the manufacture of such articles in this country should be afforded 
sufficient tariff protection to enable them to maintain such produc- 
tion after the war. 

“With reference to the strongly expressed opinion of many of 
the witnesses that the enactment of protective duties on the indus- 
tries other than those referred to in the preceding paragraph, 
which have formed the subject of our inquiry, is essential to their 
maintenance, we wish to report that in view of the following 
considerations :— 

(a) that there exists a strong desire to respond to the feeling 
in our Dominions in favour of an Imperial preference in 
trade, and that there is also a strong desire to arrange 
preferential trading with those who are our Allies in the 
present war, and 

(b) that the present high direct taxation tends to raise the 
rate of interest on money, and cheap and abundant capital 
for the employment of their labour is of the greatest 
importance to the working classes, 


it will be necessary to impose some widely spread import duties, 
and we are therefore prepared to recommend that a larger propor- 
tion of the Revenue should be raised by reasonable import duties. 
We are of opinion that such import duties would go a long way 
towards satisfying the requests for special protective treatment 
for the industries which we have had under consideration.” 
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The first of these paragraphs, omitting the words “or are 
essential to other industries,” merely embodies an old generally 
received “‘exception to the general rule of Free Trade.” It was 
thought of in the days of ropes and sails, and is now perfectly 
obsolete. It is almost incredible that five men who have presum- 
ably read the newspapers during the present war could put forward 
tariff protection as a means of securing the manufactured articles 
which may be of vital importance in the next war. Something 
much greater in effect than prohibition of importation, to say 
nothing of mere taxation of imports, will be required if the various 
countries are to prepare for the next war—whether in the present 
grouping or in some new grouping which may commend itself to 
the philosophical sentiment and commercial jealousies of ten years 
hence. Factories and trained workers will have to be kept at the 
call of the Government, as horses have been in recent years. 

The inclusion in this paragraph of articles “essential to other 
industries” is amazing. There are many industries which every- 
one admits to be unimportant not only to national safety, but also 
to individual comfort. Moreover, it is not always possible to make 
the sharp distinction between raw material and manufactured 
article which seems to be necessary if we are to reconcile the new 
doctrine of keeping out essential manufactured articles with the 
old doctrine of letting raw materials in. 

The second paragraph is worth following carefully. It alleges 
that ‘it will be necessary” to impose duties on many imports for 
two reasons, between which there is the sharpest opposition. 
Firstly, it will be necessary because a two-step, or more probably 
a three-step, preferential tariff must be imposed in order to satisfy 
the Dominion and Allied sentiment : there must, that is, be either 
free admission or a very low rate for Imperial goods, a low rate 
for Allies’ goods, and a higher rate for goods from the countries 
with which we are now at war and from the countries now neutral. 
Now it is perfectly certain that an arrangement of this kind, if 
it embodied rates which gave the Dominions and Allies rates (or 
absence of rates) likely to consolidate the Empire or the Alliance, 
could not produce much money; one effect, and an intended one, 
would be to divert trade from its old channels, increasing trade 
between this country and the Dominions and the Allies subject to 
no duties or low duties, at the expense of the trade between this 
country and other countries subject to the higher duties. But the 
suggestion of the sentence marked (b) and the remainder of the 
paragraph is that an enormous sum of money is going to be raised 
by this egregious tariff. It is not only to “tend” to put cheap 
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and abundant capital at the command of the working classes, but 
is actually to be big enough to constitute “a larger proportion of 
the Revenue.” In 1913-14 the Customs contributed 35} millions 
out of a total revenue of 198} and a total tax revenue of 163 
millions : the Committee which had to arrange a preferential tariff 
likely to cement the Empire and the Alliance and at the same 
time to produce more than 18 per cent. of the, perhaps, doubled 
or more than doubled revenue which will be required after the war, 
would certainly find itself confronted by a stiff task. It would be 
driven inevitably to the taxation of necessary articles of food 
coming from the Dominions, to say nothing of the Allies. The 
present Sub-committee endeavours to reconcile the working classes 
to this prospect by the suggestion that if they will pay more for 
the things which they consume, and thereby relieve the wealthy - 
of some direct taxation, the wealthy will save more, so that capital 
will be cheap and abundant, which will make employment plenti- 
ful. Was ever net spread more openly in the sight of any bird? 
The working classes are often inexpert in economics, but they 
are not so hopelessly stupid and ignorant as to be taken in by this 
revival of that wage-fund theory of the eighteen-forties which has 
been justly ridiculed by all their advocates for seventy years. 
They will decline to put a penny in the slot on the assurance that 
the machine will eventually hand out a farthing. The comfortable 
people who suppose that the war is going to afford a suitable 
opportunity for shifting a larger proportion of the burdens imposed 
by the incompetence of national Governments on the backs of the 
working classes are living in a fool’s paradise: it is far more 
probable that, if the belligerents’ national debts are not simply 
repudiated, drastic levies on property will take place throughout 
Europe in order to redeem them at the expense of the propertied 
classes, including, of course, the holders of the national securities 
themselves. ~ 

The individual purchaser, under the Sub-committee’s pro- 
posals, is to be allowed to please himself whether he will contribute 
to the revenue by buying a foreign article on which a Customs 
duty is paid or a home-made one (at the same or a higher price) 
on which no duty has been paid. But the inhabitants of a locality 
acting collectively through their local authority, and even the 
inhabitants of the whole country, acting through the national 
Government, are to be allowed no such liberty. Recommendation 
6 (b) runs as follows :— 

“All Government Departments, Local Authorities, and Statu- 
tory Bodies entrusted with the control of monies raised by taxes 
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_or rates should be under legal obligation to purchase, so far as 
possible, only goods produced within the British Empire. 

“To meet exceptional cases the Board of Trade might be 
empowered to grant licences to Public Bodies for the purchase of 
foreign goods where special circumstances, including, for example, 
the existence of a combine or ‘trust,’ can be proved.” 

Anyone who has ever assisted at the “opening of contracts” 
by a local authority will smile. 

Perhaps the lowest depth of all is reached in Recommendation 
4, in which the Sub-committee propose a special merchandise 
marks law for German and Austrian goods : these are to be marked 
“Made in Germany” or “ Made in Austria-Hungary” without any 
alternative, while goods from other foreign countries are to be 
“similarly marked either with the country of origin or with the 
words, ‘ForeignMade’ or ‘Not British.’” It is not clear whether the 
choice between “Foreign Made” and, say, ‘Made in Belgium” 
or “Made in Bulgaria” is to be embodied in British legislation 
or left to the discretion of the trader in each case ; but either way 
the Sub-committee is dallying with an almost incredibly childish 
proposal for nothing but a mere petty annoyance of two countries 
with which a treaty of peace will have been concluded. 

It might be imagined that “practical men” such as the Sub- 
committee was intended to consist of would realise not only that we 
are at war, but also that it is to most of us extremely disagreeable, 
and that when peace is once concluded, almost all of us will wish 
that peace to continue. In the heat of conflict the ordinary person 
says many foolish things in conversation with his family and 
friends, but five “practical men” assembled round a table at the 
Board of Trade to consider after-war problems ought to have been 
able to imagine how these problems will appear when peace 
succeeds war, and passion subsides in the breast of the victors. 
It will not then seem anything but sheer lunacy to offer petty 
insults to fallen enemies, and at the same time to do everything 
possible to make those fallen enemies and the rest of the non- 
Ally half of the world into a single trade group economically 
independent of the Allies, and the best motto for an essay pro- 
pounding such a policy would be, Solvet seclum in favilla—our 
world will end in smoke and fire. 


EDWIN CANNAN 
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THE REPORTS OF THE DEPARTMENTAL COMMITTEES ON THE HOME 
PRODUCTION OF Foop. 


On June 17th, 1915, the President of the Board of Agriculture 
and Fisheries appointed -a Departmental Committee “to consider 
and report what steps should be taken, by legislation or other- 
wise, for the sole purpose of maintaining and, if possible, increas- 
ing the present production of food in England and Wales, on the 
assumption that the War may be prolonged beyond the harvest 
of 1916.” 

On June 23rd His Majesty’s Secretary for Scotland appointed 
a Committee to consider the same question in its application to 
Scotland, and on June 28th the Vice-President of the Department 
of Agriculture and Technical Instruction for Ireland committed 
an identical reference to a Committee for Ireland. 


(i) The Report of the English Committee. 


The personnel of the English Committee was strong. It was 
presided over by the Rt. Hon. Viscount Milner, and it included 
representatives of the three political parties, together with men 
whose familiarity with the present condition of the agricultural 
industry is beyond question. It did not consider itself called 
upon, by the terms of its reference, to inquire into the nature and 
extent of any possible shortage of imported food supplies, for it 
felt that the Government alone was competent to judge of this, 
but it confined itself to the consideration of the steps which could 
be taken assuming that an emergency might exist after the 
harvest of 1916. Recognising that if anything was to be done by 
that date it would be necessary to act quickly, the Committee 
met frequently during the month following its appointment, and 
it presented an interim report (Cd. 8048) on July 17th. 

In this report it was laid down that the main problem was 
how to increase the area under wheat, 95 per cent. of the home 
supply of which is produced in England and Wales, and the 
Committee concluded that this could only be solved by extending 
largely the area of land under tillage. This would enable more 
of the existing arable area to be put down in wheat, leaving the 
newly broken up land for the other necessary crops thus displaced, 
such as oats and potatoes. The Committee recognised that in 
advocating this course they were inviting farmers, and to a lesser 
extent landlords also, to adopt a policy of management bolder 
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.than many of them might think warranted by the conditions. 
Landlords would have to show themselves willing to relax 
covenants restricting the breaking up of grass-land, with the possi- 
bility of seeing it “tumbled-down” again to grass after a few 
years of cultivation had exhausted its accumulated fertility. 
Farmers would be called upon to throw over their present methods, 
with their comparative security of profits, and to undertake the 
responsibility of an increased arable area in the face of a certain 
shortage of labour and a possible fall in corn prices at the conclu- 
sion of the War. 

Whilst not doubting that many farmers might be found who 
would be willing to face these risks, if appealed to in the national 
interest, the Committee considered that a general movement in 
the direction of increased wheat production could only be secured 
by guaranteeing a minimum price for home-grown wheat for a 
period of several years. It seems that all the witnesses examined 
were emphatic upon this point ; and the Committee came unani- 
mously to the conclusion that “a guarantee of a minimum price 
of 45s. a quarter for all marketable home-grown wheat for a 
period of four years would lead to a very substantial increase in 
the area of wheat harvested in 1916 and to a further increase in 
the succeeding years.” Payment to the farmer under this guaran- 
tee was to be regulated by the difference between 45s. and the 
“Gazette” average price of wheat for the year in which the wheat 
is harvested, the farmer being left free to dispose of his produce 
in the open market. In order to protect the State in the event of 
no considerable response being made by farmers (in which case 
the Exchequer might have to pay out considerable sums although 
no great quantity of additional wheat were forthcoming) the Com- 
mittee proposed that to qualify for the guarantee a farmer should 
be called upon to show that he had increased his area under arable 
cultivation by, at least, one-fifth over the similar area in October, 
19138 ; or, alternatively, that at least one-fifth of his total acreage 
under grass and annual crops should actually be under wheat. 

This is a very remarkable recommendation, which becomes the 
more noteworthy when the composition of the Committee making 
it is borne in mind, for here are representatives of the Liberal 
and Labour Parties advocating what amounts to a bounty on 
home-grown wheat. Ostensibly the guarantee is to be for what 
might be regarded as a war period only, but it may be taken for 
granted that its application would be for a much longer period— 
otherwise the scheme could not be expected to bear fruit seeing 
that no considerable number of farmers would incur the responsi- 
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bility of a largely increased arable area, if the guarantee was to be 
withdrawn almost before this area could be brought from its 
original grass state into good tillage condition. 

The question raised by this recommendation, therefore, is 
whether the possibility of war, with its attendant risk to the 
importation of food into this country, makes it desirable to depart 
from principles which the majority have regarded, hitherto, as 
sound, in order to give an artificial stimulus to the production of 
wheat at home. It might be thought that the high prices ruling 
for agricultural products should be in themselves an adequate 
stimulus to increased cultivation, but this is not the case, for, 
apart from the difficulty of getting labour to work arable land, 
the high prices themselves enable farmers to reap a handsome 
return on their capital without the necessity of extra exertion. 
It is for this reason, no doubt, that the Committee thought it 
necessary to limit the application of their guarantee to those 
cases where it could be shown that an increased area under wheat 
had been put down. As regards the labour difficulty some figures 
for two Midland farms bring out very clearly the enormous reduc- 
tion in labour made possible by grass farming :— 


Farm A. 


720 acres, of which only one-twelfth is arable. 

Capital per acre= £5. 

Men per 100 acres=0°7. 

Profit (after paying 5 per cent. on capital) = 22°5 per cent. 


Farm B. 


650 acres, of which one-half is arable. 

Capital per acre= £10. 

Men per 100 acres=3. 

Profit (after paying 5 per cent. on capital) = 16°1 per cent. 


These figures cover the first year of the war. They bring out 
very clearly the smaller capital required for grass-land, the smaller 
volume of employment given by it, and the high return on capital. 
At the same time the returns in food production per 100 acres 
are very much less from the grass-land than from the arable 
farm. It is not suggested that these farms are in every respect 
comparable one with the other, but the figures may be relied upon 
sufficiently for the purpose for which they are here used, which 
is to show that the farmer is unlikely to do much of his own 
initiative to increase the production of bread food at the present 


time. 
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The questions for consideration, then, are, first, will a State 
guarantee of a minimum price lead to the breaking up of grass- 
land for the production of more wheat, and second, assuming that 
this would follow, is it the most desirable result to aim at? 

On the first point it seems highly probable that a guarantee of 
a minimum price of 45s. per quarter for wheat would result in an 
increased area under the plough. The experience of landlords in 
certain parts of the country has been that farmers are not reluc- 
tant to abandon the easy practice of ranching when it has been 
demonstrated to them beyond doubt that plough-land would be 
more profitable. In the Fenland many hundreds of acres of grass 
have been broken up owing to the advent of the potato industry. 
Farmers have realised that their land was worth more for the 
growth of potatoes than for feeding bullocks, and many of them 
restrained by covenants from putting a plough into their pastures 
have been willing to pay a penal rent, or liquidated damages, for 
the right to do this. The position of the landlord who is willing 
to take such rents or damages need not here be discussed. Arguing 
from this it seems a fair assumption that farmers would respond 
readily enough to a guaranteed price for wheat. At the same time 
it is doubtful whether a four-years’ guarantee would be long 
enough to satisfy them, and if this policy is to be regarded as a 
war insurance there seems to be no reason why the guarantee 
should not be permanent. There will be the objection that with 
the assurance of profit the incentive for hard work and maximum 
production would be lost; that ultimately a bonus to the farmers 
would find its way to the landlords’ pockets, and so on. But no 
doubt the Committee’s answer to all these objections, theoretical 
and practical, would be the necessity for insuring a higher produc- 
tion of food stuffs at home in case of war. 

This raises the second question, namely, whether an increased 
wheat production should be the principal object of agricultural 
organisation. There do not appear to be figures available to show 
the cost of producing wheat in Canada, in South America, in 
Australia, in Russia, or in any of the other countries which supply 
this country, but in normal times and under peace conditions it 
seems likely that wheat can be sent into this country at a price 
which would not be attractive to the English farmer. If this is 
so, and assuming a state of peace, or a state of war in which 
Britain’s command of the seas and her supremacy in the carrying 
trade of the world were at all events no less than in the present 
war, it may be argued that a better course of Government action 
would be in the direction of encouraging the organisation of agri- 
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culture in this country for the production of those things which 
it is most fitted to produce in competition with the world, and of 
these wheat probably would not be one. The whole question is 
based on the comparative cost of production of articles of food in 
different parts of the globe, and about this practically nothing is 
known. The field for investigation is enormous, and the need 
for it most urgent, and in the long run the nature of the agricul- 
tural production of this country must be determined by it. In the 
meantime, however, Lord Milner’s Committee has its justification 
in the present price of wheat, and the decision for or against their 
proposals will depend upon the individual point of view on the 
probability, or otherwise, of the maintenance of British naval 
supremacy or of general disarmament. 

The Committee recognise that a guaranteed price for wheat 
should entail upon the farmer the obligation to pay a fair rate of 
wages to his labourers ; in fact, some members were evidently in 
favour of accompanying the minimum price with a minimum 
wage. They contented themselves, however, with recommending 
that an inquiry into wages and earnings should be instituted at 
once. 

An appendix to the Report describes the procedure recom- 
mended for securing a breaking up of land and the cropping of it 
to the maximum advantage. 

On October 15th following the Committee presented their 
Final Report (Cd. 8095). In the meantime the Government had 
decided not to adopt the recommendation of a guaranteed mini- 
mum price for wheat, on the grounds that the danger from 
submarines was insufficient to justify it, but the Committee took 
the opportunity of stating their firm conviction that the conversion 
of arable land into grass, which has taken place to the extent 
of nearly 4,000,000 acres during the last forty years and is still 
going on, was bound to result in a diminution in the amount of 
food produced, and that much of this land would carry more 
stock under the plough, whilst at the same time producing corn 
for human consumption. They recognised, however, that the 
process of reconversion, though beneficial to the nation, would 
not necessarily be attended by any increase of profit to the farmer, 
though the evidence put before them indicated that arable farming 
during the few years prior to the War had been remunerative, and 
that it could be intensified and cheapened by the employment of 
machinery in such a manner as to render it possible to pay a 
higher wage to the agricultural labourer. The stimulus of rising 
prices prevailing before the War, coupled with the spread of 
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- education, might have been sufficient to bring about in course 
of time the desired changes, but the Committee felt that in the 
present emergency, both as regards the increased production of 
food, the reduction of purchases abroad, and the provision of 
employment after the War, some action might be taken by the 
State to hasten the process. 

The remainder of the Final Report dealt with the provision 
of fertilisers and feeding stuffs ; increased attention to pig-breeding 
(as to which the very questionable recommendation was made to 
the effect that bye-laws prohibiting pigstyes near dwelling-houses 
should be relaxed); labour, labour-saving machinery, and the 
employment of women. Attention was also called to the use of 
waste land in towns and villages for the production of vegetables, 
and the Committee expressed regret that the sugar-beet industry 
had not been established in this country before the War. It 
recommended the amendment of the Development and Road 
Improvement Funds Act to enable the Development Commis- 
sioners to assist suitable schemes in the future. The Committee 
was not able to recommend the establishment of a reserve of 
wheat. 

Two members of the Committee refrained from signing the 
Final Report, and presented a Minority Report to the effect that 
they regarded the recommendations put forward by their colleagues 
as applying to conditions after the War, which were outside the 


terms of the reference. 


(ii) The Report of the Scotch Committee. 


Like that of the English Committee the personnel of the 
Scotch Committee was strong ; possibly, practical agriculture was 
more fully represented upon it. The Committee addressed circu- 
lars to 176 agriculturists and traders (from 135 of whom answers 
were received) ; it inserted notices in the Scottish Press indicating 
that it was prepared to receive the views of agricultural societies ; 
it heard the evidence of forty-five witnesses; its Report (which 
bears no date) was signed by all the members of the Committee 
with reservations by certain of them, and in it the suggestions 
for the maintenance or increase of the food supplies of the country 
are grouped under three heads :— 

A. Increased production. 
B. Avoidance of waste. 
C. Using sources of supply not at present available. 

Dealing with the first of these, the Scotch Committee avoid the 
controversial questions raised by the English Committee’s recom- 























1916] REFORTS ON HOME PRODUCTION OF FOOD 111 


mendations. The advisability or otherwise of resorting to arti- 
ficial means to stimulate the production of wheat was considered 
by them, and some of the witnesses gave evidence in favour of a 
guaranteed minimum price, but they did not see their way to 
overcome the practical difficulties likely to arise. The Committee 
also considered the question of the compulsory conversion of 
grass-land, but quite apart from the fact that they do not appear 
to have been agreed that the increase of arable land would lead 
to the production of more food (a question upon which the English 
Committee were fully satisfied), they doubted the practicability 
of setting up the necessary administration for scheduling the land 
to be broken up. It may be inferred that the Committee had 
before them the Interim Report of the English Committee, and 
that they did not think its recommendations were applicable to 
Scottish conditions. 

All the recommendations as to the increase of production are 
of a practical nature, and hardly call for examination in detail 
here. They relate to such matters as the more general use of 
artificial manures, and the restriction of their export; the advan- 
tages derived from frequent changes of seed, and cheap rail carriage 
for agricultural seeds and live stock for breeding purposes; the 
extension of the use of machinery; the provision of allotments ; 
the extension of co-operative organisation for purchase and sale. 
Like the English Committee, the Committee for Scotland recom- 
mended that there should be relaxation of the bye-laws relating 
to pigstyes, “so far as is consistent with a due regard for the 
public health.” Both Committees are thus of the opinion that 
the bye-laws impose unnecessary restrictions, but inasmuch as 
they have been framed for the protection of public health it is 
doubtful whether any general movement to re-establish pigstyes 
close to dwelling-houses is desirable. A great deal might be done, 
however, to promote pig-keeping if landlords would undertake the 
provision of pigstyes on garden allotments wherever these are 
sufficiently near to the homes of the tenants to enable them to 
undertake the management of pigs. 

On the question of labour as related to increased production, 
the Committee recommended that representations should be made 
to the military authorities that any attempt to increase or even to 
maintain food production would be made impossible by a further 
withdrawal of experienced workers from agriculture. 

The recommendations as to the avoidance of waste deal mainly 
with the conflicting interests of the game preserver and the food 
producer. So much has been written on the loss to agriculture 
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- from the withdrawal of land for deer forests, and the multiplica- 
tion of game by artificial means, that it is of particular interest 
to note that this Committee of Scottish agriculturists recommend 
the necessity for allowing agricultural tenants the unrestricted 
privilege of killing rabbits, including the right of entering into 
woods, the employment of special men for the work, and permis- 
sion to kill rabbits on moors without reference to any time limit. 
They recommend further that an appeal should be made to all 
owners of deer forests and grouse moors to allow these to be used 
for grazing cattle or sheep, and, lastly, that all artificial rearing of 
game should be discouraged. Inferentially, this furnishes a severe 
condemnation of undue game preservation, and it would seem that 
in Scotland the balance between agriculture and sport has not yet 
been struck. Golf courses, it is suggested, might also be utilised 
to greater advantage for grazing purposes. 

As to the utilisation of sources of supply not at present avail- 
able, no recommendations appear to be made, but it was sug- 
gested that Local Committees should be set up for stimulating 
production in every possible direction, and the constitution of 


these Committees was outlined. 


(iii) The Report of the Irish Committee. 


The Committee set up by the Vice-President of the Depart- 
ment of Agriculture and Technical Instruction for Ireland was 
larger than the English and Scotch Committees together ; it may 
therefore be taken as fully representative. It presented its Report 
on August 19th, signed, with certain reservations, by all the 
members except two, and one of these, Sir Horace Plunkett, 
Bart., presented a Minority Report. The Committee were 
impressed with the necessity of increasing the area under corn, 
and consequently the area under the plough, just as the English 
Committee had been, and they recommended that the Government 
should guarantee a minimum price for oats and wheat for one 
year, recording their opinion that having regard to the risk of 
loss run by the farmer in breaking up grass there would be no 
departure from sound economic policy in agreeing to a minimum 
price to secure him against it. No actual figures were suggested 
for the guarantee, which was to be restricted to one year. The 
question for and against State guarantees has been stated in 
dealing with the English Committee’s Report, and it is only 
necessary to add that it is difficult to understand how any body 
of agriculturists could suppose that one year’s guarantee would 
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suffice to bring about the desired result, namely, the breaking up 
of grass-land. 

In the second place the Committee recognised the difficulty 
which confronts all communities of small-holders, namely, how to 
obtain the advantages of labour-saving implements and machinery, 
and they endorsed the action already taken in certain parts of the 
country in the establishment of co-operative implement societies 
with the aid of loans from the Department, and recommended the 
extension of the scheme. After a recommendation of a system of 
loans for the provision of boats and gear for the capture of fish, 
the Report concludes with an appeal to patriotism. 

There is nothing strking about this Report except its futility. 
Not a word is said about co-operation, except in connection with 
implements, which is the life-blood of the small-holder, and which 
has done more than any other agency to increase production in 
Ireland. Sir Horace Plunkett, as President of the Irish Agricul- 
tural Organisation Society, seems to have been fully justified in 
presenting a Minority Report in preference to signing that of the 
Committee. It is not necessary to analyse his Report in detail, 
for it is, in effect, a brief statement of the whole case for co-opera- 
tion. The practical recommendation contained in it is that the 
state of war which seems, most regrettably, to exist between the 
Department and the Irish Agricultural Organisation Society, 
and must react most prejudicially upon the agricultural industry 
of Ireland, should give way to a truce, and that a joint Committee 
should be constituted to decide “by what co-ordination of function 
the two bodies can work together towards an increase of food 
production in Ireland.” 

The three Reports, that of the English Committee, the Scottish 
Committee, and the Minority Report of Sir Horace Plunkett, are 
complementary to each other, and among them they probably 
state all that can be done to stimulate production in these islands. 
The English Report deals with legislative measures, the Scottish 
Report deals with technical measures, and Sir Horace Plunkett’s 

- Report deals with measures for the better organisation of agricul- 
ture. It seems unlikely that any of them will bear immediate 
fruit, and in the long run it is to the better education of the 
landlord and of the farmer that we must look for that increase of 
production which many are agreed could profitably be achieved. 

* 


C. S. OrwIN 


No. 101.—vowu. xxvi. I 
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RECENT MEMORANDA ON RAILWAY TOPICS. 


I.—A New Project of Railway Control in the United States. 


THE preSent writer has often said that the strongest argument 
for the nationalisation of railways is that, if not nationalised, they 
must be controlled by the State; and that, so far, no State has 
worked out a reasonably satisfactory system of control. A few 
years ago it looked as though such a system might be worked out 
in the United States. But unfortunately they began too late. 
And before the wise people could make their work effective, the 
shortcomings of the companies in various directions—a bad break- 
down of the operating organisation, a series of disastrous acci- 
dents, not a few financial scandals, and so forth—and, finally, the 
dread that Wall Street control, as typified by the late Mr. 
Harriman, would establish an imperium in imperio, swept the 
public off their legs; and the fools rushed in, with the politicians 
of the baser sort at their head, and proceeded to smash the 
machine. At the present moment it would be difficult to find a 
human being throughout the length and breadth of the States 
who is satisfied either with the methods of railway regulation at 
present in force or with the results that they have achieved. The 
recent appointment, at the urgent insistence of President Wilson, 
of a Congressional Commission to investigate the whole subject 
is one sign of the public disenchantment. Another may be found 
in a paper contributed to the Michigan Law Review of November 
last by a distinguished company, or, as they say in America, 
“corporation” lawyer, Mr. William W. Cook. 

Mr. Cook is not only Standing Counsel to a group of cable 
and telegraph companies, but also the author of the standard text- 
book, Cook on Corporations. Mr. Cook says straight out, “Com- 
mission regulation as a complete and final remedy is an absolute 
failure.” He proposes a sweeping change: in effect that the 
Federal Bank plan should be applied to the railroads. And he 
has drafted a Bill showing the manner in which his idea might 
be brought into force by Congress. In outline his scheme is as 
follows :—There would be formed five Regional “Federal Railroad 
Companies.” The five regions would be: (1) New England; 
(2) What is now known as Trunk Line Territory, namely, the 
whole of the country north of the Ohio and the Potomac that lies 
between the Atlantic and the Mississippi; (3) the South east of 
the Mississippi; (4) The South-West; and (5) The North-West. 
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Each company would issue sufficient of its own stock, which 
would be guaranteed a fixed rate of dividend by the United States 
Government, to enable it to acquire by purchase a controlling 
interest in the stock of the railroads within its territory. Owning 
a majority of the stock of the Pennsylvania Railroad, for instance, 
the Federal Company would elect the directors of that company 
and control its policy, just as the Pennsylvania Railroad itself 
at this moment appoints the directors and controls the policy of 
the Pennsylvania Company, the Pan-handle, and the scores of 
other corporations that nestle under the widespread Pennsylvania 
wings. The Board of Directors of each Federal Railroad Company 
would consist of nine, three appointed by the Federal Railroad 
Board hereafter mentioned and six selected by the stock-holders 
of the Federal Railroad Company, who would be required to be 
residents within the district. 

Mr. Cook points out quite fairly that his plan can be intro- 
duced gradually. Not only can each district be taken in hand 
separately, but there is no need to acquire the majority of the 
stock of all the railroads in the district immediately. The control 
of the New Haven road, for instance, would practically mean 
control of New England. And control of the Pennsylvania Rail- 
road and the New York Central would practically mean control 
of the whole of the Trunk Line Territory. Mr. Cook makes a 
startlingly strong point in favour of some change in the present 
system when he points out that, on the one hand, the Mississippi 
Valley contains half the States of the Union and is in both area 
and population more than half the country; while, on the other 
hand, out of 117 directors of the eight great systems connecting 
the Valley with the outside world, twenty-three are identified with 
the Mississippi Valley, while ninety-two are resident in the States 
bordering on the Atlantic seaboard. It may be fairly answered 
from a company point of view that the directors represent the 
owners of the railroad stock. But can one be surprised that this 
answer does not satisfy the inhabitants of the Valley? May it 
not well be that this absentee ownership, typified, often unjustly, 
to the ordinary plain citizen by the bogie of ‘‘ Wall Street,’’ is 
still, as it was in the days of the Grainger Laws, the root cause 
of the hostility of the West to the railroads? 

Mr. Cook’s proposed Federal Railroad Board would be not a 
company, but an organ of the Government. It would consist of 
six members, five appointed by the President of the United States 
with the approval of the Senate and the sixth, the Secretary of 
Railroads, a new member of the Cabinet. It would be apparently 
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-in Mr. Cook’s scheme the one regulating authority, superseding 


the Interstate Commerce Commission, for it would fix and deter- 
mine all interstate railroad rates and service and approve all issues 
of stock and the proposed financial operations of every Federal 
Railroad Company. 

Mr. Cook’s scheme, novel and revolutionary though it be, 
certainly deserves respectful consideration. And it will doubtless 
receive it from the newly constituted Congressional Commission. 
Financially, it is sober and conservative ; for there would be no 
need for any great sums of money, as presumably a very large 
number of shares of the existing railroads would be gladly 
surrendered to the Federal Companies in exchange for their own 
stock. And it is certainly arguable that the working out of the 
scheme might even show a financial surplus. Moreover, the 
principle of Government control by means of stock-holding was 
in practical effect in Mexico for a good many years, and looked 
like being quite a success till government in Mexico went to 
pieces. Certain criticisms seem obvious. Can forty-five directors 
plus six supervisors really direct 250,000 miles of railroad? Will 
not the various districts fight each other? Texas has notoriously 
enacted local protection by means of its Railroad Commission. 
And other States have done the same, to a less frequent extent. 
Might we not well see the Southern Federal Railroad Board, for 
instance, elected on a ticket of protection of Birmingham, 
Alabama, against the competition of Youngstown and Pittsburg? 
Most serious of all—and Mr. Cook has attempted to provide 
against the danger—is this: Is it to be hoped that the appoint- 
ments for Federal Boards and Federal Directorate could be kept 
out of politics? And has any dispassionate outsider, however 
badly he may think of railroad men, ever rated the average 
American railway man, either in intellect or integrity, as low 
as the average American politician? Jay Gould was an excep- 
tional phenomenon. He died very many years ago, and, as a 
journalist wrote next morning, “is still dead.” But Tammany 
still lives and flourishes. And the methods and morals of 
Tammany are still not without frequent and successful imitators 
outside New York. Unless Mr. Cook felt sure that his scheme 
would keep the railroads out of politics, in the American sense, 
we feel sure that he himself would not be among its advocates. 
And as we do not ourselves feel sure, we fear that his remedy 
would be worse than the disease. Undoubtedly the disease is 
serious. Undoubtedly a remedy, and a drastic one, must be found. 
For the American people, who have for some years been busily 
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engaged in throttling their railroads, are already discovering that 
they have at the same time been throttling the prosperity of 
their country. 


II.—A Misunderstood Transaction. 


A SOMEWHAT belated though remarkable pamphlet has recently 
been published in New York under the title of The Chicago and 
Alton Case: A Misunderstood Transaction. By George Kennan. 
Everyone has heard of American railroad financial scandals, 
among which the Alton Deal—often called “the Alton Steal”— 
has been pronounced to be one of the worst. It was apropos of 
this case that President Roosevelt denounced the late Mr. Harri- 
man as “an undesirable citizen,” and to this case Professor Ripley 
has devoted many pages in his latest volume on Railroads Finance 
and Organisation. Mr. Kennan writes with studious moderation 
and gives chapter and verse for every statement he makes. But 
he meets the charges made by Professor Ripley with so emphatic 
a contradiction that he would seem not only to have vindicated 
the honour of Mr. Harriman, but laid upon Professor Ripley the 
obligation of defending his own accuracy and scientific impar- 
tiality. Professor Ripley has not minced his words :— 

‘Practically all the possible abuses and frauds . . . under the 
caption of stock watering are found combined in... the re- 
organisation of the Chicago and Alton Road by the late Mr. 
Harriman and his associates.” 

Professor Ripley states that the operations of the Syndicate 
“‘were covered up,” “were never disclosed,” “ were obscured in the 
public accounts.” 

Simply not true, says Mr. Kennan. “All the operations, 
including the capitalisation of past betterments, the declaration 
of a 30 per cent. dividend, and the sale of the 3 per cent. bonds, 
were fully and accurately set forth in the listing application to 
the New York Stock Exchange, as well as in the leading railroad 
and financial publications.” And he gives the references in support 
of this statement. 

Further, he says that though the transactions took place 
between 1898 and 1900 no criticism was apparently ever uttered 
till Mr. Harriman had the misfortune to incur the displeasure 
of President Roosevelt in a political matter seven years later. 

Professor Ripley says that the Alton road prior to reorganisa- 
tion was “doing a constantly expanding business.” The published 
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figures show that, in fact, the gross earnings had fallen pretty 
steadily from nearly $9,000,000 in 1887 to $6,286,000 in 1898. 

Professor Ripley accuses Mr. Harriman of “prejudicing the 
interests of shippers by creating the need of high rates for services 
in order to support the fraudulent capitalisation.” Without 
following Mr. Kennan in discussing the two questions whether 
the capitalisation was fraudulent, and whether capitalisation has 
any effect on rates, we may note that, in fact, the rates for service 
fell 25 per cent. in the eight years following Mr. Harriman’s 
acquisition of the property. 

Once more, Professor Ripley charges Mr. Harriman with 
“crippling” the Alton road “physically.” According to Mr. 
Kennan, the fact is that he spent a total of $22,327,000 for per- 
manent betterments, a sum equivalent to about $22,000 per mile. 
As a consequence of this expenditure the gross earnings of the 
“crippled” road rose from $6,286,000 in 1898 to $12,809,000 in 
1907, and the net earnings from $2,684,000 to $4,415,000. 

If the facts be as Professor Ripley has stated, then perhaps 
his language describing Mr. Harriman as a “conspirator” and his 
management as “unscrupulous,” “piratical,” “fraudulent,” and 
“predatory”? may not be too strong. But unless he can disprove 
the facts set forth by Mr. Kennan it would seem that Professor 
Ripley has done a grievous wrong to the memory of a man whose 
service to the science of railroading will hardly be reckoned by 
those who know what his work was as less than those rendered by 
George Stephenson himself. 


IlI.—Railway Economics and Politics in South Africa. 


A MORE than usually outspoken “ Memorandum on the Control 
and management of Railways and Harbours” has recently been 
presented to the South African Parliament by the Railway Board. 
The Memorandum, which is dated May 31st, the termination 
of the first quinquennial period of the Board’s existence, seems 
only to have been printed in October last. It points out that 
prior to Union the railways in Cape Colony and Natal were 
managed by general managers under the direction of Cabinet 
Ministers, and that for a considerable time the necessity for some 
change in the management was recognised and formed the subject 
of inquiry by various Commissions and other authorities. In 
1905 the Cape Parliament resolved that the Government “should 
consider the question of the advisability or otherwise of effecting 
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some change in the future management of railways and of provid- 
ing some means of obtaining in future the impartial consideration 
of, and report upon, any proposed scheme of railway construction.” 
A Commission was appointed thereupon, which reported unani- 
mously on March 31st, 1907, that it was “impressed with the 
necessity of removing as far as possible the management of the 
railways from the influence of party politics.” 

Subsequently provision was made in the Act of Union for the 
appointment of a Board of Control to manage the railways and 
harbours, subject to the authority of the Governor-General-in- 
Council. 

“The intention and terms of the Act appeared,” says the 
Memorandum, “and still appear, to the Commissioners clear ; but 
the first Minister of Railways and Chairman of the Railway Board 
under Union, who had always been accustomed to the Cape 
practice, did not regard with approval the method so provided 
for the control and management of the railways and harbours ; 
and his successor has expressed himself in Parliament to the same 
effect. It need not, therefore, be matter for surprise or complaint 
that the Railway Board has not been able fully to accomplish 
what was expected from it by those who favoured its establish- 
ment, or would have accomplished had the Chairman been in 
full sympathy with the method of control and management 
provided.” 

After paying a compliment to the present Minister’s capacity 
as an administrator and his ability as an exponent of his views, 
the Memorandum goes on to say that he is handicapped by exist- 
ing conditions, and that no Minister, however hard working, can 
spare from his Cabinet and Parliamentary duties the time to 
manage the railways. Besides, “any Minister, however able and 
strong his character may be, is, under the system of party govern- 
ment, insensibly susceptible to party considerations and is in 
constant difficulties in giving impartial decisions.” The Memo- 
randum continues: “It is perhaps natural that men who have 
been accustomed to the methods in vogue when the railways were 
of limited extent should still desire to cling to the old system of 
control, but the consequences of doing so cannot but be unsatis- 
factory. . . . As the railways and their working were regarded 
as part and parcel of the system of party government, with the 
obvious advantage to the party in power, the reluctance of any 
Government to make a change is what might naturally be ex- 
pected. Apart from the magnitude of the railways and the 
number of the railway servants employed, forces have of late years 
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come into prominence that make it increasingly urgent that the 
railways and harbours should be regarded and administered in the 
interests of the whole Union and not as an adjunct of the party 
that is in power.” 

In conclusion, the Board announce very emphatically their 
approval of the policy which they believe the Act of Union 
intended to be carried out, namely, that the Railway Board, 
which consists of three independent members and the Minister 
Chairman, should be the really controlling authority; that the 
General Manager and his staff should be under their control, and 
not, as he is in fact, merely the servant of the Minister ; and that 
the Board should report direct to Parliament, which should estab- 
lish a permanent Railway Committee on the same lines as the 
existing Public Accounts Committee. 

This official Memorandum, together with other previous utter- 
ances of South African railway authorities, once more goes to show, 
alongside of the experience of Australia, New Zealand, Canada, 
Belgium, France, and Italy, that no democratically governed 
State in which the railways are public property has ever vet 
succeeded in keeping railway management out of politics. 


IV.—Chinese Railway Accounts. 


THE modernisation of China goes steadily forward, and the 
latest evidence of it is the issue by the Ministry of Communica- 
tions at Pekin of a new set of forms of accounts and statistics 
with instructions that they shall be applied forthwith to all the 
railways of the country. 

Railways in China have been constructed sometimes by the 
Government itself, but more frequently by concessionaires. Some 
of these concessionaires were English, some French, some 
Belgian, and, so far as they produced any comprehensive accounts 
and statistics at all, they naturally produced them in the form 
to which they had been accustomed at home. The new series 
aims at accuracy and completeness, and also especially at uni- 
formity. They have been drawn up by a Chinese Commission, 
whose Acting Chairman was Dr. Ching Chun Wang, a graduate 
of Harvard, advised by representatives of the concessionaire rail- 
ways, with, as adviser in chief, Dr. Henry C. Adams, who for 
many years was statistician to the Interstate Commerce Commis- 
sion, and went to China at the special invitation of the 


Government. 
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In the main, as might naturally be expected, the accounts and 
statistics are constructed on American lines. Not a few traces are 
to be found, however, of English influence. For instance, full 
details are called for of “new lines and extensions during the 
year’’; ‘‘ operating revenues’’ have no corresponding heading, 
‘‘ operating expenses,’’ these latter being broken up between 
“traffic expenses,” according to the English understanding of the 
word, and “‘ running expenses.’’ Again, the valuable English 
separation of ‘‘ wages’’ and ‘‘ materials’’ is made, though not 
perhaps in as many cases as it might be. It need hardly be said 
that it is found both possible and desirable in China, though not in 
England, to produce ton-mile statistics. But it is difficult to under- 
stand why the practically meaningless figures, “tons per mile of 
line” and “passengers per mile of line,” are given in place of “‘ton- 
miles per mile of line” and “passenger-miles per mile of line,” 
which latter figures are most valuable as evidence not only of work 
done, but of the density of the traffic on any particular system. 

It should be added that the Chinese Commission has had the 
wisdom to follow the example of the Interstate Commerce Com- 
mission of America and issue very precise instructions as to what 
entries are to be made under different heads, with a further 
instruction that “In case there should arise any doubt as to the 
interpretation of any heads or items inquiry should be addressed 
to this Department so that all questions may be answered in a 
uniform manner.” Our English Board of Trade has refused to 
adopt a similar procedure. It is understood that a Committee of 
Accountants has been appointed by the railway companies them- 
selves to promote uniformity. But the action of such a Committee 
is, in the first place, entirely outside the knowledge of Parliament, 
the Board of Trade, and the shareholders; and, in the second 
»lace, has no binding authority upon any individual railway. We 
may assume, therefore, that before many years are out matters 
will have reverted here to the old conditions, when a railway officer 
could assert truthfully that the heads of account were so many 
“dirty linen baskets” into which the various items were quite 
casually pitched. 

One point more should be noticed. The schedules and instruc- 
tions are issued both in English and in Chinese. But the English, 
and not the Chinese, is to be taken as the authoritative text till 
such time as Chinese equivalents for the various technical terms 
employed have been decided on and adopted. 

W. M. AcworTH 








NOTES AND MEMORANDA 


THE INDIAN PRicES INQUIRY. 


In the JouRNAL for December, 1915, Professor Williams 
criticises the base period, 1890-4, adopted in this inquiry by Mr. 
Datta and his colleagues. The ground of the criticism is “that the 
Commissioners have taken a period of good harvests and conse- 
quent low price of food-grains as the base of their comparisons ” 
(p. 615). 

No direct evidence is offered of this statement that prices were 
low. It is said that the misleading nature of a comparison 
between 1890-4 and 1908-12 “becomes apparent when the base 
1890-4 is moved to later quinquenniums” (p. 613). This state- 
ment overlooks the fact that Mr. Datta was appointed by the 
Government of India in 1910 to answer specific questions regard- 
ing the rise in prices “during the past fifteen years ” (p. 611), that 
is between 1894 and 1909; moving the basis to a later quinquen- 
nium will not answer those questions, though it will answer others. 
The first point in the inquiry was clearly to determine the level of 
prices prevailing about 1894. If a quinquennium is a fair basis 
for this, the choice lay between 1890-4, the period ending in 
1894, and 1892-6, the period with 1894 in the middle; this 
question need not be argued, because Professor Williams shows in 
the table on p. 614 that the two periods give about the same 
results (a general average rise of 137 in the first and 134 in the 
second, and with Indian data a difference of three points is not 
significant). Professor Williams does not object that a quin- 
quennium is in itself too short a period, or it might be shown that 
a substantially longer period would introduce great difficulties : the 
period actually taken may, or may not, be one of low prices, but 
it was correctly chosen for the purposes of the inquiry. 

But I cannot agree with Professor Williams that the period 
was one of low prices of food-grains. It looks so, if you refer 
only to the figures of the years which follow, but in fact it was a 
period to which people in India still look back as representing the 
fair level of prices at the end of the nineteenth century before the 
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cataclysmic disturbances of the famines of 1897 and 1900. To 
see the period in its proper perspective one must look back as well 
as forward. I have no general tables of prices at hand for the 
period before 1890, but the following figures for the prices of 
food-grains in a rural district of Oudh (which I had occasion to 
compile twenty years ago) give a general idea of their course in 
Northern India; they are calculated to the base period 1861-5, a 
selection which will be understood by students of Indian history, 
and, Indian fashion, they are inverted, showing the quantity of 
grain purchasable for a fixed sum, not the amount of money 
required to purchase a fixed quantity of grain. 


1861-5 (Base period)... ... 100 EGE ess ese Kes sca Saees Oe 
AMbeicis “<es ces cca eae 88 BOBO OU ccs ices, cee ‘cee axes ae 
1876-80 aeee eee ean eee 85 1891-4 (four years) ... ... 72 


In 1895 we thought ourselves on the crest of a wave of high 
prices, and now Mr. Williams tells us that our prices were low ; 
in 1895 we were considering whether the land revenue could 
safely be assessed on rents resulting from these abnormally high 
prices, or whether the assessments should be safeguarded against 
a probable fall. 

The fact is, I think, that once prices of grain and pulse (which 
is what people in India mean by prices) had settled after the 
Mutiny they did not rise greatly until about 1885 (the figures for 
1876-80 given above include the temporary effects of the famine 
of 1877). After 1885 there was a somewhat abrupt rise, and the 
higher level then reached lasted till about 1896; prices returned 
approximately to this level when the disturbing effects of the 
famines of 1897 and 1900 had passed away ; then came a further 
rise, and people in India pressed the Government to find out its 
cause ; they wanted to know why prices showed no signs of return- 
ing to the level to which they had become accustomed. Hence 
Mr. Datta’s inquiry. Professor Williams objects that this level 
was unduly low, and I have shown that this was not the opinion 
accepted at the time, and that even if it were the point is irrelevant 
to the inquiry with which Mr. Datta and his colleagues were 
entrusted. 

May I add a few words regarding the inclusion of famine-years 
in periods selected for comparison? Professor Williams includes 
such years without remark; his period of 1890-99 includes 1897, 
his 1899-03 includes 1900, and his 1908-12 includes 1908. The 
usual practice in India is to exclude from selected periods those 
years which were characterised by the deep and wide economic 
disturbance which is quite inappropriately called a famine; the 
disturbance, though deep and wide, does not last under modern 
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conditions, and it is treated as something abnormal, which is best 
disregarded in any endeavour to obtain a connected view of gradual 
economic changes. Professor Williams in effect treats famines as 
“normal.” This course would perhaps be justifiable if they 
recurred with approximately equal severity at approximately equal 
intervals, but these conditions have not been fulfilled within 
the modern statistical period ; in treating of India as a whole the 
years which are apt to mislead are 1877-8, 1896-7, 1899-1900, 
and 1907-8, while in dealing with limited areas a watch has to be 
kept for local famines in addition. 
W. H. MorELAND 


THE Report OF THE U.S. BurREAU OF LABOUR UPON PRICES IN 
BELLIGERENT AND NEUTRAL COUNTRIES DURING THE EARLY 
MontTus oF War. 


In May of last year the Department of Labour of the United 
States Government issued a monograph upon “Foreign Food 
Prices as Affected by the War.”! It is based on American Con- 
sular Reports from seventeen European countries, neutrals as 
well as belligerents, including, of course, England. Each Consul 
furnishes comparative tables of the prices prevailing immediately 
before hostilities broke out, and of those obtaining after it had 
continued three months. The dates given are generally July and 
the end of October or the first half of November. The assassina- 
tion of the Austrian Crown Prince having taken place about mid- 
summer, the war had already projected its shadow at the earlier 
date, and therefore may even then have had an effect upon 
markets. In a few instances the comparison is made between 
the autumns of 1913 and 1914, and the further rise taking place 
between November, 1914, and February, 1915, is also shown. 

Except in one or two cases, no estimate of the general advance 
of price throughout the entire area of a country is hazarded, the 
tables almost invariably relating to towns. Even where these 
are of the same nationality, the local rates of increase differ so 
widely that any attempt to arrive at a just estimate for the whole 
country would have been useless, since the results obtained would 
have been untrustworthy, the more so as rural districts are left 
out of count altogether. There is also a lack of uniformity in the 
selection of articles dealt with. It is not easy to perceive the 

1 Bulletin of the United States Bureau of Labour Statistics, No. 170, 


Washington. May 1915. Pp. 129 Ditto. No. 156 Washington, March 
1915. Pp. 397. 
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cause why particulars relating to capital cities should be more 
meagre than those concerning other towns, yet so it is. The 
fullest information comes from Great Britain. The prices shown 
refer principally to articles of food. Coal and petroleum are 
almost the sole exceptions. 

From these lists some ten articles have been picked out for 
the present purpose as being common to nearly all of them. 
These are bread, flour, sugar, coffee (in England and Russia 
tea), cheese, eggs, potatoes, beef, mutton, and bacon or pork. 
It has been possible to group together the towns as to which the 
completest details are given under the two headings of belli- 
gerents and neutrals. These towns are Manchester, Bradford, 
Leeds, Redditch, Marseilles, Limoges, Berlin, Hamburg, 
Vienna, Carlsbad, Petrograd, Moscow, Warsaw, Antwerp, and 
Brussels among belligerents, and Rome, Venice, Naples, Amster- 
dam, Basle, Copenhagen, Bergen, Malaga, and Valencia among 
neutrals. At the date of writing the Report, Italy, it will be 
remembered, was still neutral. The percentage rise of price for 
each article in the several towns has been added up, and the 
total thus obtained, after deducting the percentage of decrease 
occurring here and there, has been divided by the number of 
towns under observation. 

It seems hopeless to conjecture how far the quotient thus 
obtained corresponds to that which would have been derived from 
averaging all the different percentage rates prevailing in all parts 
of each country concerned after weighting them according to the 
proportion of population affected by each percentage, since the 
material for any such computation is entirely wanting. At the 
same time, the present estimate has a certain value, as indicating 
the extent to which the inconveniences arising from the enhanced 
cost of living occasioned by the war are common to neutrals and 
belligerents alike. The neutral countries referred to in the above 
totals are exclusively European. The percentual variations in 
price which have taken place in a few leading articles in the 
United States themselves are shown separately. They are calcu- 
lated from another publication of the United States Bureau of 
Labour Statistics entitled, ‘Retail Prices, 1907 to December, 
1914,” and refer to the general trend of prices throughout the 
States collectively. Lastly, in order to demonstrate the wide 
range of variation in prices even among towns in the same 
country, the percentages given in the Consular Reports from 
several English towns are exhibited. 
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PERCENTUAL INCREASE IN PriIcES DURING THE FiRST THREE 
MontTHS OF THE WAR. 




















| ag | 
| a 
Countries and 2 | cae ; | $ 2 Sad 
Towns 3 ig y ome | 2 3 | 3 a 2 PG 
£18| @ |S8si218)| 3 $ |5] ae 
° a] Fe an |o |oO;m] & a a Ss 
. : | | “5 
Beep) f185 | 466 384 115 | 70/568) 226 | 108 | 12011 i472 
4 | 
a ford | 300 94 5°7 | 60 | 75°7| 47:0 | 5°28 6-6) b. & p. 46 
United States ... } — |145* 160 — | — | 580 |-46-0+) -s0t —{ . -13-0 
England ......... 29:0 | 33:0 70°0 170 | 16:0) 46°0 |-14°0t | 11°0 80] 6. 120 
Manchester ...... | “9:9 | 50°0 nil | 5°0 | 51:0 /-25°0t; 40 | 80)5. 6:0 
Leeds......... . | — |15°0) 440 | 14°0 | 17:0] 50°0 | — | 100 [100] 5. 260 
Bradford .......... — jee) oe) fee) [a fa] a 
Redditch ......... | 170 | 350 600 nil | 11-0 800| nil nil | nil |b. 90 
| 
* Wheat flour. + Decrease. 


It will at once be noticed that, while with the majority of 
articles the to-be-expected has happened, and prices have risen 
higher in belligerent than in neutral countries, bread (but not 
flour), eggs, and potatoes have mounted higher in neutral than 
in belligerent countries. Bread, again, has kept within more 
reasonable limits than flour. 

The Report attempts no interpretation of these phenomena, 
and it is difficult to suggest any further than that the occurrence 
of harvest would tend to keep down the price of bread and 
potatoes, and that it would be easier to corner the supply of flour 
(being in fewer hands) than of bread. Of all the countries, 
whether belligerent or neutral, France appears to have suffered 
the least from an inflation of prices. Her system of a peasant 
proprietary eliminates one factor in the cost of agricultural 
produce, import duties on leading foodstuffs have been remitted, 
and maximum prices for necessaries have generally been fixed 
by the municipalities. Of course, this remark applies only to the 
portions of French territory exempt from German occupation. In 
sugar the highest rise occurs in England and at Brussels; in 
bread, flour, and eggs in Warsaw, Carlsbad, and Naples; in 
potatoes in the two latter towns and Marseilles; and in meat 
and bacon at Brussels, Warsaw, and some German towns. 

How vast is the range in local variations may be inferred 
from a comparison of prices in October, 1913, and twelve months 
later, relating to Berlin and twenty-three other leading German 
towns, furnished by the United States Ambassador at Berlin. 
According to this, the rise in price varies for wheat and rye flour 
between 10 and 50 per cent., for sugar between 7 and 30 per 
cent., for coffee between 5 and 50 per cent., for eggs between 
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8 and 94 per cent., for potatoes between 9 and 114 per cent., for 
coal between 6 and 50 per cent., for beef between 8 and 28 per 
cent., and for pork between 12 and 40 per cent. Bacon is not 
quoted. Or take the English towns. It is difficult to discover 
the cause for differences so wide between towns so similar in 
situation, industry, and population as Leeds and Bradford. The 
cause of difference between them and Manchester is, on the 
contrary, obvious, for the figures for the latter city are taken 
exclusively from the price list of the local Co-operative Society. 
.This suggests the question whether, then, was the much greater 
rise in the general market unavoidable? and the further ques- 
tion whether the specialists consulted by the Government with 
reference to maximum prices included representatives from the 
Co-operative Societies ? 

In a few instances an estimate of the total rise in prices for all 
articles is stated. For England this is 13 per cent. ; for Switzer- 
land, 33 per cent.; for Berlin, 15 per cent., and for Marseilles, 
20 per cent. 

The rise between July and November took place chiefly 
during the semi-panic of the first week or two of the war. In 
the reaction which followed, prices rarely fell to the July level, 
though even this happened in the case of potatoes in England 
and the United States, and of other articles as well at Petro- 
grad. In some instances, the abolition of import duties or a 
collapse in the demand for exported articles, as in France, or in 
the falling off in tourist traffic, as in Norway and Venice, by 
lowering competition, has kept prices down. In Venice the Com- 
missione di Vigilanza per la Regolarita del Mercato dei generi di 
Prima Necessita is stated to have done good work in maintaining 
prices both moderate and uniform. With this object in view it 
has succeeded in inducing the Government to prohibit the export 
of eggs and potatoes. 

The compiler of the Report endorses the prevalent view that 
the war has inflated the prices of necessaries more than those 
of luxuries. The lists printed in the Report bear out this view 
to a limited extent, since inferior grades have frequently gone 
up more than superior grades of the same article, and, again, 
rye bread and flour have risen more than wheaten. So, too, in 
England cold storage meat has risen in price more than prime 
native meat. But instances may be quoted where the reverse has 
been the case. And, again, in some localities it has been found 
that, where Government has fixed a maximum, either good quali- 
ties sell above that maximum or else the quality is reduced. 
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For a few towns and countries the Report carries its com- 
parison up to February, 1915. Compared with the period imme- 
diately before the war, prices generally in England are said to 
have risen 13 per cent. in large towns and 12 per cent. elsewhere 
by November, 1914, and 23 per cent. and 20 per cent. respec- 
tively by February, 1915. This estimate is quoted from our own 
Board- of Trade Labour Gazette. But as between February, 
1914, and February, 1915, the rise is only 19 and 16 per cent. 
respectively, because the value of dairy produce had fallen con- 
siderably in the interval between February and July, 1914. 
The Dutch Statistical Bureau computes the price of twenty-seven 
articles of food and household articles to have mounted 6 per 
cent. by November and 11 per cent. by February. In Vienna in 
the latter month the rise in mixed wheaten and black bread had 
reached 75 per cent.; of flour and sugar, about 100 per cent. ; 
eggs, 129 per cent. ; and potatoes, about 67 per cent. The average 
prices in fifty Prussian towns are stated by the Berlin Bureau of 
Statistics to have risen 43 per cent. for wheaten flour, 70 per 
cent. for rye flour, 92 per cent. for rice, 9 per cent. for salt and 
sugar, 6 per cent. for coffee, 11 per cent. for anthracite, 6 per 
cent. for petroleum, and 7 per cent. for milk during the twelve 
months ending February, 1915. An American pacifist delegate 
touring in Europe last May considered the Viennese much more 
“hard up” than either Berliners or the citizens of Budapest. 

The actual prices of some of the articles in Prussian towns were 
as follows :—Eggs, each, 3d.; loaf sugar per lb., 3d.; rice, 5d. ; 
butter, 1s. 54d.; and bacon (at Berlin in October), 114d. Com- 
pare these with the Manchester Co-operative prices early in 
November for the same articles respectively :—2d., 4d., 3d. to 4d., 
1s. 5d. to 1s. 6d., 11d. to 1s. 1d., and the difference will be found 
to be not excessive nor always to Germany’s disadvantage, 
assuming the accuracy of her statistics. Wheat flour in German 
towns was 3d. per lb. in February against 24d. in England in 
January. 

The concluding statement in the Report that “the hardship 
caused by the increased cost of living has in many cases been 
aggravated by a decrease of purchasing power among the work- 
ing classes ” cannot be held to apply to our own country in view 
of the enormous wages now earned, however true it may be of 
some other lands. 

C. H. p’E. LEPPINGTON 
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OFFICIAL REPORTS. 


Report of a Sub-committee of the Advisory Committee to the 
Board of Trade on Commercial Intelligence with respect to 
measures for securing the position, after the War, of certain 
branches of British Industry. [Cd. 8181.] 1916. Price 23d. 
Reviewed above. 

Statement of Measures adopted to Intercept the Sea-borne Com- 
merce of Germany. [Cd. 8145.] 1915. Price 1d. 





Royal Commission on the Natural Resources, T'rade, and Legisla- 
tion of certain portions of H.M. Dominions. Memorandum 
on the Food and Raw Material Requirements of the United 
Kingdom. Memorandum and Tables as to the Trad¢ 
Statistics and Trade of the Self-Governing Dominions. [Cd. 
8123 and 8156.| 1915. Price 1s. and 2s. 

Report of Committee appointed to inquire into the circumstances 
connected with the alleged recent increases in the rental of 
small dwelling-houses in Industrial Districts in Scotland. 
Evidence and Appendices. [Cd. 8111 and 8154.) 1915. 
Price 1d. and 1s. 

A REpoRT by Lord Hunter and Professor W. R. Scott. “At 
Whitsunday, 1914, the number of vacant houses in Glasgow was 
13,178, a percentage of 5°69. By Whitsunday, 1915, the number 
had fallen to 8,998, a percentage of 3°88.” In October, 1915, the 
number of houses in Glasgow available for munition workers was 
estimated at 2,851. Some measure of the influx of workers is 
obtained from the numbers employed by Messrs. Beardmore : 
July, 1914, 11,194; October, 1915, 16,542; eventually, 23,320. 
“Tt is clear that the position is one in which the demand for 
workmen’s houses is growing rapidly, while circumstances are 
held not to warrant a supply being produced commercially under 
war conditions to meet the demand.”’ 


Interim Report on an Investigation of Industrial Fatique by 
Psychological Methods, by Professor A. F. Stanley Kent. 
[Cd. 8056.] 1915. Price 43d. 


Health of Munition Workers Committee : 

Memorandum No. 1. Report on Sunday Labour. [Cd. 8132.] 
1915. Price 1d. 

No. 101.—vou. XXVI. 
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Memorandum No. 2. Welfare Supervision. [Cd. 8151.] 1915. 
Price 1d. 
Memorandum No. 3. Industrial Canteens. [Cd. 8133.] 1915. 
Price 1d. 
Clyde Munition Workers. Report of Lord Balfour of Burleigh: 
and Mr. Lynden Macassey. [Cd. 8136.] 1915. Price 1d. 
Return of Cases heard before Munition Tribunals from their 
inception up to November 27th, 1915. [Cd. 8143.] 1915. 
Price 1d. 
‘To be reviewed. 












































Report of the Ontario Commission on Unemployment. Toronto, 

1916. 

AN exhaustive study of local conditions. Part I., Report. 
Part II., Data regarding Unemployment in Ontario. Part III., 
Studies of Representative Women’s Employments. Part IV., 
Evidence. ‘To be reviewed. 


THE RETIREMENT OF PROF. WAGNER, OF BERLIN. 


On January 26th, 1916, Adolf Wagner delivered his last lecture 
and retired from the chair he had occupied for just over forty-six 
years. For two generations he taught economics at Berlin, and 
crowds of Prussian civil servants and administrators, numerous 
lawyers, and not a few of the more intelligent military leaders 
who are now running the German Government, came under his 
influence and had their economic outlook shaped by his teaching. 
We in England have lately heard much of Treitschke as an 
academic force in Berlin which moulded latter-day Germany. It 
is not too much to say that Adolf Wagner was just such another. 
His class-rooms were thronged, more especially his “public” 
lectures, for which the large hall at Berlin hardly sufficed to 
contain all those who came to learn. I attended his courses in 
1904-5, and well do I recall the appearance of the Aula during 
his famous lectures on Socialism. Every one of the seats was 
filled, crowds lined the walls, and even the steps had their 
occupants. 

Tt is a little difficult to define wherein lay Wagner’s influence. 
One must have heard him to understand it. But above all the 
student was struck by his insistence that ethical standards must 
of necessity be applied to economic phenomena. That appeared 
to be a cardinal doctrine with him, and will explain why he 
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became a “Socialist of the Chair.” He saw the good aspects of 
private enterprise ; he admitted the validity of, and accepted many 
of the theorems propounded by, the Marxians. His position was 
somewhere between the two. He held that private property was 
justified only up to a certain point ; that the economic oppression 
of the weak by the strong was wrong. Accordingly he advocated 
socialisation by the State. ands and forests should be nation- 
alised ; so should the means of transport by land and water; so, 
too, should banking and insurance work. State monopolies of 
certain articles of universal demand, such as salt and coal, were 
likewise to be advocated. In a word, Wagner was a State 
Socialist ; and the older he became the more convinced a State 
Socialist he grew—to the grief of the Conservative party, one of 
whose pillars he had“been in the ‘eighties. 

To the English student much of what he pleaded for sounded 
like Ruskin—but it was a gruffer, harsher tone that was heard. 
Vagner’s raucous voice helped to intensify this feeling; so, too, 
did his outward appearance, with his two sets of spectacles, the 
one worn over the other. In this Wagner was so different from 
his equally famous colleague, Schmoller—Schmoller the debonair, 
the courtly member of the Prussian Upper House, with his appeal- 
ing smile and his slow phrasing. Wagner was like a torrent 
rushing down a stream. But there was feeling behind the rugged 
exterior. When he spoke of Germany’s future, when he of the 
old world bade his pupils who were the new generation take 
heart for Germany’s development, when he comforted them for 
the successes of Social Democracy, the tears trickled down his 





cheeks. 

Of the English classical economists he always held a high 
opinion. Mill more particularly received his warmest praise. 
Next to Rodbertus and Schiffle, to whom he confessed he owed 
most, he placed John Stuart Mill and Adam Smith (“Smiss” he 
always called him). “Gentlemen,” he used to say, in and out of 
season, “you must learn English in order to read ‘Smiss’ in the 
original.” It was probably due to the influence of the British 
masters that he always spoke of his subject as ‘ Politische 
Okonomie” and did not use the term generally current in 
Germany, “ Nationalékonomie.” 


3ut if he admired the English classical economists, he hardly 
ne 


fa 


loved England. If the truth must be told, Wagner, lil 

Treitschke, was a Prussian Chauvinist, and British Imperialism, 

no less than French nationalism, was an abhorrence to his soul. 

‘Last time it was five milliards, next time it will be twenty-five,” 
K 








| 
1 
| 


. 132 THE ECONOMIC JOURNAL [MARCH 
he remarked at one of his lectures, speaking of the French 
indemnity of 1871. Like Treitschke, he worshipped the State, and 
this, it must be confessed, ‘vitiated his undoubted inclination to 
introduce ethical standards into economic considerations. Did he 
not always lay stress on the “caritative”’ forces in economics ? 
Readers will find a full treatment of the idea in his “ Lehrbuch der 
Politisclien Okonomie” (first edition issued in 1870). Of his other 
works it is unnecessary to speak here; they are well known to 
economists and students of banking and finance. His work on 
“Public Finance” is perhaps the fullest treatment of the subject, 
and stands as a monument to Wagner's learning. After all, 
whatever may be thought of him as a politician, there is no doubt 
that as a scholar he will rank high. His jingoism, his con- 
servatism, his anti-semitism will be soon forgotten; but Wagner 
the economist will long maintain his dominion in the world 
of learning. : 
Wagner was born at Erlangen on March 25th, 1835 ; he taught 
in Vienna, Dorpat, and Freiburg before he came to Berlin in 
1870 ; and the close of a teaching career of fifty-eight years, forty- 
six of which were at one university, deserves to be noted in the 
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CURRENT Topics. 


THE following have been elected to membership of the Royal 
Economic Society :— 
Allen, A. W. 
Anderson, F. 


MacGibbon, D. A. 
McLeish, J. 








Bowie, J. A. 

Bruins, Prof. G. W. J. 

Copland, D. B. 

Crawford, J. 

Davies, Emil. 

Department of Labour, 
Canada. 

Fraser, D. D. 

Garton, W. W. 

Ghosh, S. K. 

Gross, A. 

Kumar, Prof. H. C. D. 


Mindel, A. S. 
Pennock, E. M. 
Ramasesh, M. 
Rawson, 8. W. 
tegistrar, Panjab Univer- 
sity. 
Showell, P. G. 
Toulmin, H. A. 
Westerman, V. L. 
Whyte, J. A. 
Williams, Prof. T. T. 
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THE following libraries have been admitted to subscribing 
membership :— 
Adam Smith Class Library, Glasgow. 
Department of Statistics, India. 
Handelshégskolans Bibliotek, Sweden. 


Mr. P. MUKHERJI, formerly Assistant to the Minto Professor 
of Economics in the University of Calcutta, has been appointed 
an Additional Professor of Political Economy and _ Political 
Philosophy in the Presidency College, Calcutta. 





Dr. J. W. McILRAITH contributes the following notes on 
wholesale prices in New Zealand :— 


Other 
Foods. Commodities. All Commodities. 
(1890-1899 = 100) 
August, 1914 115 122 119 
Year 1914 118 126 123 
Year 1915 146 149 148 
Dec. 1915 149 160 156 


A rise of 80 per cent. in each group. 


Farm produce. Other Commodities. 


August, 1914 140 109 
1914 144 112 
1915 193 125 
Dee. 1915 203 132 


A rise of 45 per cent. in farm products, but of only 21 per cent. 


in others. 
Animal products Other farm 


only. products. 
August, 1914 161 113 
1914 163 120 
1915 187 200 
Dec. 1915 195 213 


‘* Just before the war the price level was falling. Despite the 
war—and yet because of the war—a period of extraordinary 
prosperity has ensued, modified to some extent by a semi-drought 
and a partial lack of shipping. A rise in price of 45 per cent. in 
the produce New Zealand sells is only slightly offset by a rise of 
21 per cent. in the produce she buys.” 





THe first number of the Indian Journal of Economics, to be 


issued quarterly by the Department of Economics in the Univer- 
k* 2 
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sity of Allahabad, under the editorship of Professor H. Stanley 
Jevons, appeared in January. Its principal contents are noted 
below. But members of the Royal Economic Society will wish 
that more particular notice should be taken of the initiation of 
so admirable a venture. The journal is primarily intended to 
provide a medium for the publication of articles on Indian 
Econemics by writers of academic standing or authoritative 
position. It will enable authors cognisant of Indian affairs to 
make or criticise proposals for legislative or social reform. Every 
work on economics henceforth published in India will be critically 
noticed. The general appearance and arrangement of the journal 
are on the usual model of learned quarterlies. All who are in- 
terested in the economics and the progress of India will warmly 
welcome its appearance, and are invited to assist in establishing 
it on a stable basis by addressing an annual subscription of sixteen 
shillings to the Head Clerk, Economics Department, The 
University, Allahabad, India. 

















RECENT PERIODICALS AND NEW BOOKS. 


The Quarterly Review. 


January, 1916. War Relief and War Service. Muitiicent Fawcerr. 
The efficient action of various “War Help” Societies—of which 
a catalogue is given by Helen D. Smith (Murray)—including 
the administration of the National Relief Fund, is exhibited. 
Societies which were already organised, with machinery all in 
readiness, such as the Young Men’s Christian Association and 
the National Union of Women Suffrage Societies, were particu- 
larly helpful. A “soul of goodness” will have been extracted 
from the evils of war if there are established better relations 
between capital and industry, and the admission of women into 
professional and industrial occupations for which they are 
proving their capacity. 


Edinburgh Review. 


January, 1916. The Mobilisation of Industry for War. A. Smap- 
WELL. The Ministry of Munitions inaugurated an efficient 
organisation for the manufacture of munitions; the demand for 
which was unprecedented owing to the large proportion of the 
population armed, the rapidity with which shells and other war 
materials are used up, and the unprepared condition of the 
industries producing requisites for the Army. 


The Contemporary Review. 


DecemBER, 1915. Sources and Methods of Paying for the War. 
Pror. A. C. Picgou. War-costs being measured by the services 
which citizens employed in war would have rendered but for the 
war, several popular misconceptions are rectified. The sources 
of payment are (a) the future—trenching upon capital, actual or 
potential; (b) the present—producing more or consuming less. 
Economy in imported goods is not much more advantageous 
than economy in home-made goods. By economising in home- 
made goods we can create so much new capital goods in 
England. The real advantage—modifying the rate of inter- 
national exchange in our favour—is small. The value of any 
economy for war purposes is not to be measured by the value of 
the peace services dispensed with—e.g., those of highly special- 
ised female singers. The methods of payment are foreign loan, 
taxation, internal loan of “existing money,” and currency 
inflation, whether produced by the creation of abnormal bank 
credits or otherwise. The distinction between borrowing and 
taxing is not coincident with that between future and present 
sources. Taxes may take funds which would have been invested 
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productively ; loans may consist of funds which would have been 
consumed unproductively. But loans are more largely sub- 
scribed to by the rich; and the rich are more apt to capitalise 
than the poor. Prima facie, then, the methods of inflation, 
taxation, and loan form a scale of diminishing share of burden 
on the future, increasing share on the present. But by seriously 
reducing the consumption of the poor personal capital is reduced. 
There is thus an argument in favour of loans against taxes on 
the poor and inflation (which falls heavily on the poor)—but 
not against taxes on the rich. The Problem of Economy. 
PouitEs. Let us not curtail our spiritual pleasures—munitions 
of the soul. Salvation will come, not by saving alone, but also 
by increased production. ‘“ When we produce we are in the 
conquering vein.” Women’s Industry during and after the 
War. Mrss N. Apter, L.C.C. 


The Nineteenth Century. 


January, 1916. Death Duties and Income Tax. Haroxip Hop- 
Goop. It is proposed that all estates should pay up to the 
various limits the same rates of duty, and that only the excess 
above those limits should be taxed at the higher rates. A 
similar proposal is made as to income tax, and that only earned 
income should be entitled to the benefit of the lower rates. 
Some other suggestions as to both taxes deserve consideration. 


Fortnightly Review. 


January, 1916. J. A. R. Marriorr. A glance at the things 
demanded for the successful prosecution of war—including a 
modicum of entertainment necessary for tired workers—is fol- 
lowed by a survey of supply, showing the parts played by 
organisation and labour in providing our materials of war. 


The Round Table. 


Marcu, 1916. The editor continues his instructive discussion of war 
economies. New ground is broken in an article on women in 
industry, dwelling on the anomaly of two classes of workers— 
some five million women and two and a half times that number 
of men—working side by side at different rates of remuneration. 


Board of Trade Labour Gazette. 


DrceMBER, 1915—FEBruary, 1916. These numbers, like those pre- 
ceding, publish statistics of the retail prices of food in the 
United Kingdom and foreign countries compared with earlier 
periods. The last published statistics, FEBRUARY, 1915, show 
a rise of average prices, weighted according to working-class 
expenditure, in the United Kingdom of 47 per cent. compara- 
tively with July, 1914. In Berlin the rise of food prices has 
been 83 per cent. Also many of the articles quoted are only 
purchaseable in limited quantities. In Vienna the rise has been 
113 per cent. The Gazette continues to present lucid abstracts 
of current reports relating to the interests of labour; for instance, 

the numerous memoranda issued by the Health of Munition 

Workers’ Committee. 
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Bankers’ Magazine. 


DECEMBER, 1915. The Excess Profits Taz. A. H. Girson. Has 
the yield been greatly underestimated ? 

January, 1916. War Finance. A. H. Gipson. A critical analysis 
of the methods by which the war has been hitherto financed 
leads up to suggestions for the future. War and Finance. 
Address by Lord Incheape to the Bankers’ Institute. 

Fepruary, 1916. Probable Effects of the War on London’s Position 
as a Free Gold Centre. H. V. Burrety. A Year of the New 
American Federal Reserve System. A. D. Noyes. The new 
facilities have scarcely been utilised hitherto. London Bankers’ 
Clearings in 1915. 

Marcu, 1916. Bankers on the Situation. Speeches at the annual 
meetings. South African Finance and Banking, 1915. D. P. 
Morcan. An Index Number for Stock Exchange Securities. 
R. W. Westerx. Based on the valuation of Stock Exchange 
securities which has appeared monthly in the Bankers’ Magazine 
or in a predecessor for the past thirty-one years :— 


1885 ... 93 1900 ... 104 1913 ... 90 
1890 ... 100 1905 ... 103 1914 ... 86 
1895 ... 103 1910 ... 96 IVES... 7 


Statistical Journal, 


January, 1916. Lord Welby: an Appreciation. Sik ALGERNON 
West. Human Capital and the Cost of the War. Harowp 
Boaa. The opinions of leading economists are cited. 


Indian Journal of Economics. 


January, 1916. Agricultural Banks in India. D. E. Wacua. The 
Indian Cotton Trade. J. A. Topp. The Ain-i-Akbari, a Base- 
line for the Economic History of India. W. H. Morewanp. 
Indian Factory Legislation. S. H. FrReMantLe. The Teaching 
of Economics. H,. 8S. JEvons. 


Quarterly Journal of Economics (Boston). 


NovemMBER, 1915. The Progress of Pecuniary Valuation. Caries H. 
Cow.ey. Workmen’s Compensation in the United States. 
WILLarp C. FISHER. 

French Finance during the Great War. RapnaEL GrorGe Levy. 
The gold in the Bank of France has been increased by afflux 
from private hoards to some 44 million francs (£180,000,000) 
from 4 million. It has become possible to double the note 
circulation. Meanwhile the deposits of the Bank have nearly 
trebled; while the silver held by the Bank has decreased from 
about 700 million frances to half that sum. The high level of 
exchange with America—aggravated by the paucity of travellers 
in France—is temporary. To meet the expenses of some 1,870 
million franes (£75,000,000) per month the shrunken ordinary 
receipts had to be supplemented by borrowing, of which details 
up to, not including, the consolidating loan are given. To meet 

the interest of heavy loans there must be an increase of existing 
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taxes. Among other suggestions is to give up to private com- 
panies railroads at present worked by State officials, and to levy 
a tax on internal navigation hitherto free. Price Maintenance 
in the Boot Trade. H. R. Tospau. The Californian Casual. 
C. H. Parker. Infant Mortality. H. H. Hipes. Social 
Insurance. R. M. Wooppury. 


Journal of Political Economy (Chicago). 


DrecemBEer, 1915. The Panama Canal and Transcontinental Rail- 


road Rates. Stuart Daccetr. A Setback for the Waterways 
Movement. H. G. Movnton. Reform of Forest Tazation. 
W. Compton. 


January, 1916. Probable Financial and Industrial Effects after the 


War. T. E. Burton. The writer anticipates a desire on the 
part of returned soldiers to “leave the charnel-house of Europe 
and come to America.’”’ American capital will be in demand. 
The centre of the world’s finance may shift from the banks 
of the Thames to those of the Hudson. “In the future we 
must be leaders in the world’s civilisation”; a part not played 
by the Europeans who talk about boycotting the goods of the 
enemy after the war. The Trade in War Materials. 
S. Marruzws. The immense manufacture of war material in 
America, the increase of Government activity in Europe, and 
other aspects of the trade suggest serious questions. Disloca- 
tions in the Foreign Trade of the United States resulting from 
the European War. I. C. Sorretu. The considerable changes 
in the volume of the total trade and of trade with specified 
countries (e.g., the exports to Great Britain in the fiscal year 
ending June, 1915, exceed the preceding year by more than 
50 per cent.); changes in the volume of trade in specified 
commodities and with specified countries: these and other 
changes are exhibited with the aid of tables and diagrams. 


The American Economic Review (Boston). 


DecemBer, 1915. The Expansion of Europe in Population. W. F. 


Vintcox. The addition of 650,000,000 to the world’s popula- 
tion—now about one billion and two-thirds—is the best measure 
and the best justification of the expansion of Europe. Third 
Factor in Variation of Productivity. G. P. Watkins. The 
“load factor”’—a term suggested by the supply of electricity— 
forms a third to the “proportionality ” and the density factor. 
Economic Aspects of Japanese Immigration. H. A. Mituis. 
A large immigration of Japanese labour, both cheap and well- 
organised, would affect economic standards more than the 
incoming of Europeans. Agricultural Credit Legislation. 
G. E. Purnam. 


Monthly Review of the U. S. Bureau of Labour Statistics. 


This review, replacing the bi-monthly bulletin discontinued in 1912, 





will publish results of original investigations, legislation by 
States or Congress, and other matters bearing on the interests 
of labour. E.g., the third number, SrpremMBeErR, 1915, sum- 
marises reports on the condition of women in industry and 
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several States, and exhibits changes in retail prices of food in 
different countries, a subject continued in subsequent numbers. 
Other publications of the Bureau are :— 

Effect of Minimum Wage Determinations in Oregon (July, 
1915). Wages and Hours of Labor in the Hosiery and Under- 
wear Industry (August). Wages and Hours of Labor in the 
Boot and Shoe Industry, 1909 to 1914 (August). Industrial 
Poisons used in the Rubber Industry (October). 


Annals of American Academy (Philadelphia). 


NoveEMBER, 1915. This number is devoted to War Budgets. 


L’ Egypte Contemporaine (Cairo). 


January, 1916. La Guerre et ses conséquences économiques pour 
V’Egypte. A. Eiv. Pcur la répression de Vusure: Notes sur 
la loi espagnole en vue de son adaptation pour UEgypte. Don 
Ki. G. bE HERREROS. 


Journal des EHconomistes (Paris). 


NOVEMBER, 1915. Le crédit britannique et la guerre. Yves Guyor. 
La Théorie de la productivité finale et le profit. M. Brom. 
Referring to Prof. J. B. Clark’s theory. 

DecemMBeER, 1915. L’emprunt 5% de victoire. A. Barrio... 

January, 1916. Le Marché financier en 1916. A. Rarratovicn. Un 
programme d’économies budgetaires. G. SCHELLE, 


Revue d’ Economie Politique (Paris). 


SEPTEMBER—DECEMBER, 1915. La diminution de la _ population 
adulte mdle en Europe. A. GirauLt. Among other social con- 
sequences are noticed those due to the rupture of equilibrium 
between the sexes. The vote may justly be claimed for widows 
of soldiers. Un rapport officiel allemand sur les causes de 
préts de guerre. Cu. Rist. A summary of the report com- 
municated to the Reichstag on May 14th, 1915, by the Vice- 
Chancellor Delbriick. The Darlehnkassen have not been a 
decisive factor in the success of the German loans. The note 
issue of the Reichsbank has been guaranteed by the accumula- 
tion of gold. La crise économique en Suisse durant la guerre. 
H. PRonier. 


Scientia (Milan). 


1915, No. XLIV.—6. The Problems of the Future Peace. R. Mum. 
A criticism of Prof. Rignano’s scheme for avoiding war. 


Voi. XIX., No. XLVI.—2. Les depenses de la guerre et leurs 
consequences économiques. CHARLES GIDE. The expense of 
the war is much greater, yet the war has lasted much longer, 
than had been estimated. There is little to hope from the 
enemy’s want of money, nor to fear from our own want thereof. 
Not bankruptcy, but famine is the danger. But the losses 
which threaten exhaustion are not to be measured by the 
money expended, since many payments represent transference, 

not destruction, of goods. The money measure, too, is ex- 
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panded. Besides, much that is spent in war would have been 
spent on luxury. Neither the want of money nor of things will 
terminate the war. Reflexions et provisions apropos de la guerre. 
ACHILLE Loria. Professor Loria anticipates a loss of inter- 
national fellowship, an exclusiveness which will rehabilitate the 
Ricardian theory of international trade; also a dislocation of 
industry which will result in widespread unemployment. He 
advocates clearing off the burden of debt at one stroke by a 
huge contribution from property. He looks for the abolition 
of that capitalistic organisation which has brought on us the 
evils of war. 


Giornale degli Economisti (Rome). 


NOVEMBER, 1915. Teoria dell’ interesse. G. DEL VECCHIO. 
Accumulation depends on a variety of elements not admitting 
of economic calculus. La politica commerciale italiana. A. 
FrascnEett1. Una teoria dell’ urbanismo. FT. Vinct. 

DeceMBER, 1915. Teoria dell’ interesse. G. DEL VEcCHIO. Con- 
tinued from November and concluded. Problemi Finanziari 
della guerra. Dr. Marshall’s doctrine of maximum satisfaction, 
Prof. Pigou’s development thereof, and other refined theories 
are employed in reasoning about the super-taxation of war 
profits. 

January, 1916. Il concetto d’utilita economica. Roserto A. Murray. 
Referring to his former article (October, 1915), the writer con- 
tinues to argue that the conception of economic utility is objec- 
tively indefensible—a conclusion which he thinks will have an 
important influence on the future orientation of economic studies. 
Il concetto di transvariazione. C. Gint. Let there be n groups 
of quantities, and let A; be a mean of the quantities in the 
kth group; then if any one of the quantities in the kt» 
group minus R has a sign contrary to Az—R, there is said to be 
a “transvariation”” between the kt" group and the quantity HK 
with respect to the mean A,. On this definition are based 
elaborate constructions in mathematical statistics. La politica 
commerciale italania. A. FrascnettTi1. A continued history. 


La Riforma Sociale (Turin). 


NOVEMBER-DECEMBER, 1915. Le relazioni della economia politica 
con la guerra. }'. Y. EpGewortu. A translation of the lecture 
reviewed above. L’economia Britannica in tempo di guerra. 
W. R. Scorr. A translation of the presidential address to 
Section F of the British Association. La finanza Britannica. 
A translation of an article in the Candid Quarterly Review for 
November, 1915; with a laudatory introduction by Prof. I.. 
Einaudi. 


Der Schweizer Volkswirt: L’ Economiste Suisse (Zurich). 


OctosBerR, 1915, No. I. This is the first number of a new monthly, 
written partly in French but mostly in German. The editor, 
W. Eggenschwyler, proposes to study the economics of war, 
with special reference to Swiss interests. The subsequent 
numbers maintain this character. 
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NEW BOOKS. 
English. 


AnTHONISZ (J. O.). Currency Reform in the Straits Settlements. 
London and Singapore: J. Little and Co., 1915. Pp. 160. 3s. 6d. 
[To be reviewed. ] 


GrorGE (D. Luoyp). Notes on the Employment of Women on 
Munitions of War. With an Appendix on Training of Munition 
Workers. Issued by the Ministry of Munitions. 1916. Pp. 94. 

[The Minister of Munitions, in the preface, explains that this book has been 
prepared by an expert engineer who visited workshops in which the dilution 
of labour is in operation. The book is full of photographs, accompanied with 
explanations of the operations which are now being performed by women in 
munition factories, though hitherto solely by skilled men.] 


ELLINGER (BARNARD). The Position of the Doctrine of Laissez- 
faire after the War. Manchester. 1915. Pp. 24. 


[Presidential address to the Manchester Statistical Society, November, 1915.] 


Fraser (Matcotm). Report on the Cost of Living in New 
Zealand, 1891-1914. Prepared under the authority of the Govern- 
ment of New Zealand by M. Fraser, Government Statistician. 
Wellington: Mackay. 1915. Pp. 168. 1s. 

[An inquiry into the course of retail prices, 1891-1914, and tables showing 
the increases during the war. Retail prices being weighted according to 
consumption, there are ascertained simultaneously the change in the level of 
prices and in the cost of living. Both rose considerably in the years preceding 
the war and in_the months following. £.g., the comparative costs of an 


average weekly house consumption of certain foodstuffs rose 165 per cent. 
between July, 1914, and August, 1915.]} 


Hoare (R. F.). Scientific Management and Labor. New York 
and London: Appleton. 1915. Pp. 302. 6s. net. 


IncrRAM (J. K.). A History of Political Economy. New and 
enlarged edition, with a supplementary chapter by Prof. W. R. 
Seott, and an introduction by Prof. R. T. Ely. London: A. and 
C. Black. 1915. Pp. xix+815. 7s. 6d. net. 


[Reviewed above. ] 


KirxaLtpy (A. W.). Credit Industry and the War. Being 
reports and other matter presented to the Section of Economic 
Science and Statistics of the British Association for the Advance- 
ment of Science. Manchester. 1915. Edited by A. W. Kirkaldy, 
Professor of Finance in the University of Birmingham. With a 
preface by W. R. Scott, Adam Smith Professor of Political Economy 
in the University of Glasgow. London: Pitman. 1915. Pp. 268. 

[Reviewed above.] 


Lawson (W. R.). British War Finance, 1914-15. (Second 
edition.) London: Constable. 1915. Pp. 381. 


Mituioup (M.). The Ruling Caste and Phrensied Trade in Ger- 
many. With an introduction by Sir Frederick Pollock. London: 
Constable. Pp. 159. 48. 6d. net. 
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MUuKHERJI (PANCHANANDAR). Indian Constitutional Documents 
(1773-1915). Calcutta: Thatcher, Spink and Co. 1915. Pp. 473. 
[A useful compilation of documents, preceded by a historical introduction. 
The author was Assistant to the Minto Professor of Economics in the Calcutta 


University.] 

MvuxkHers1 (P.). The Government of India Act. Calcutta: 
Thatcher, Spink and Co. 1915. Pp. 68. 

[A supplement to the last-named work for inclusion in which the India 
Act tf 1915 came too late.] 

Muzumpar (N. M.). The Study of Indian Economics. Bombay. 
1915. Pp. 28. As.2. 

[A lecture delivered before the Bombay Students’ Brotherhood, with a list 
of books and official publications.) 

RoBerRTSON (DENNIS HoLME). A Study of Industrial Fluctuation. 
London: P. §. King. 1915. Pp 285. 

[To be reviewed. ] 

SNELLING (W. E.). Income-tax Tables and Guide to the Deduc- 
tion of Tax from Dividends, Interests, &ec. London: Pitman. 1915. 
Pp. 177. 5s. net. 


TURNOR (CHRISTOPHER). Our Food Supply: Perils and Remedies. 
“Country Life.” Pp. 171. 2s. 6d. net. 


American. 


Barnes (CHARLES B.). The Longshoremen. New York: Survey 
Associates. 1915. Pp. 287. 


[The evils of casual employment are exposed.] 


Benetson (N. A.) and GrirritaH (D.). The Wheat Industry. 
New York: The Macmillan Co. 1915. Pp. 341. 

[The book purports to be for use in schools.] 

Caun (H.). Capital To-day: A Study of Recent War Develop- 
ment. London and New York: Putnam. 1915. Pp. 313. 


Heppurn (A. Barton). A History of Currency in the United 
States. New York: The Macmillan Co. 1915. Pp. 552. 

[An elaborate history of American money; concludes with a very brief 
description of currency systems in other countries. ] 

Maaz (JESSE) and GANNAWAY (JoHN W.). Comparative Free 
Government. New York: The Macmillan Co. 1915. Pp. 753. 


Nortu (CeciL CuaRE). The Sociological Implications of Ricardo’s 
Economics. Chicago: University Press. Pp. 65. 

[A doctoral dissertation.] 

Suaw (Arco. W.). Some Problems in Market Distribution. 
Cambridge (Mass.): Harvard University Press. 1915. Pp. 119. 

[A reprint of articles in the Quarterly Journal of Economics, preceded by 
an eae chapter on the nature of business activities. ] 

SLINGERLAND (W. H.). Child Welfare Work in Pennsylvania. 
New York: Russell Sage Foundation. 1915. Pp. 352. 


[A co-operative study of child-helping — directed by Dr. Slingerland, 
agent for the child-helping department of the Russell Sage Foundation. | 
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SuincerLtand (W. H.). A Child Welfare Symposium. New 
York: Russell Sage Foundation. 1915. Pp. 138. 


[A supplement to the last-named work.] 


SuBERCASEAUX (G.). A Common Monetary Unit for America. 
Santiago de Chile: Imprenta Universitaria. 1915. Pp. 26. 


[Subject of the preliminary programme treated by the second Pan-American 
Scientific Congress held in sania 1915.”” Proposals on the analogy of 
the Latin Union.] 


Tavussia (F. W.). Inventors and Money-makers. New York: 
The Maemillan Co. 1915. Pp. 135. 


[On the relations between economy and psychology. To be reviewed.] 


ZUEBLIN (CHARLES). American Municipal Progress. New York: 
The Maemillan Co. 1915. Pp. 522. 


[Typical instances of municipal progress in America—for instance, the institu- 
tion of police-women—are recorded and discussed. ] 


French 
Hauser (Henri). Les Méthodes Allemandes d’Expansion 
Keonomique. Paris: Colin. 1915. Pp. 280. 
LACHAPELLE (GEORGES). Nos Finances pendant la Guerre. 
Paris: Librairie Colin. 1915. Pp. 306. Fr. 3.50. 
[A study of French War Finance. Reviewed above. ] 


Mastow (Pierre). L’évolution de 1’Economie nationale. 
Traduit par J. Schapiro. Paris: Giard. 1915. 


[Translated from the Russian.] 


Rist (CHARLES) Nos Ressources financi¢res. Paris. 1915. 
Pp. 16. 


[Reprinted from La Revue de Paris, December, 1915.] 


German 


ELTZBACHER (PavL), Edited by. Die deutsche Volksernaihrung 
und ‘der englische Aushungerungsplan. Braunschweig: I’. Vieweg. 


1915. Pp. 196. M.1. 


[A collection of essays by various writers. Reviewed above. |] 


Italian. 
Arias (Gino). Porti Italiani e porti del Nord. Rome. 1915. 
Pp. 12. 
[Reprinted from Rivista delle Societa Commerciali.] 
Arias (Gino). La nostra Guerra e gli elementi della Nicchezza 
Italiana. Firenze: Tipografia Domeniccena. 1915. Pp. 26. 
[Extracted from Za nostra Guerra.] 


CarELLo (G.). La cosmopolis. . . . Turin. 
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Cassoua (C.). La proprieta e la distribuzione delle ricchezze. 
Milano: Vallerchi. 


Grazianr (A.). Le future conseguenze economiche della 
guerra. Bologna: Zanichelli. 

[An extract from Scientia republished. ] 

Griziott1 (JENNY). La Siberia come paese di esportazione. 
Rome: Atheneum. 


Mascr (G.). La rendita idraulica. Milano: Vallerchi. 
Moresco (M.). Il patrimonio di 8S. Pietro. Turin: Bocca. 
MAZZASELLA. Studii di etnologia Giuridica. Catania. 


Preziornt (G.). La Germania alla conquesta dell’ Italia. Con 
introduzione del Prof. Maffeo Pantaleoni. Florence: Della Voce. 
1916. Pp. 272. 


[A second edition, entirely rewritten. ] 


Heckscurr (Ef. F.). Swedish State Finances. Stockholm. 
1915. Pp. 17. 

[Reprinted from Sweden, Historical and Statistical Hand Book—a Govern- 
ment publication. ] 

Hecxscuer (EK. I’.). The Economics of the Great War: A 
Study of Modern Economic Life under the Influence of the War. 
Stockholm: Norsteat and Somers. Pp. 243. 

[The author is Professor of Political Economy at the University College 
of Commerce, Stockholm. The book is described in the preface as rather an 


attempt to explain comparatively well-known facts relating to the Economics 
of the War, than a narrative of economic events during the War.] 


Swepisu BANKING CoMPANIES, 1824-1915. Published for the San 
Francisco Exhibition by the Swedish Banks Association. Stock- 
holm: Svenska Bankféreningen. 1915. Pp. 27. 

[A brief record of prosperity. ] 

Tue FirreentH FINnanciAL AND Economic ANNUAL OF JAPAN. 
1915. 

[The statistical excellence which characterises former numbers. of this series 
is well maintained in the fifteenth issue, of which the interest is enhanced by 
reference to the initial effects of the war. For the first time—except the panic 
year of 1908-—there was a considerable decrease both in exports and imports. 
But the war expenses of Japan were defrayed without borrowing, without 
moratorium, restriction of convertibility, or other emergency measure. ] 





